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PROCEEDI NGS
(8:30 a.m)

MR. KAPPOS: Well, good norning,
everyone. Thank you very nuch for com ng over to
USPTO here bright and early on a Friday norning in
now m d-January. |'m Dave Kappos, Director of the
USPTO. And | think it's not too late still to say
Happy New Year, as we're still quite early in
2013.

You know, each of the |ast few years has
brought pretty exciting, far-reaching changes for
our IP laws; and even though we're very early in
the year 2013, I'lIl nake my own |little prediction
that 2013 prom ses to be no exception. And, as
al ways, input fromthe intellectual property
community -- fromthose of you seated around the
| ar ge hor seshoe-shaped table this norning, as well
as others who have joined us both in person here
in Alexandria, Virginia, as well as on our webcast
-- input fromthe intellectual property and
I nnovation community of the United States is

extrenely inportant. To understate it, it's
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critical.

Looki ng back over the |ast several
years, | really believe that roundtables |ike this
one, and of course in the case of the Anerica
| nvents Act, the nmany roadshows that we conducted
over the last year-plus have been truly
I ndi spensable to the agency in nmaking us nore
transparent and nore user friendly and nore
I nformed and, frankly, better equipped to put in
pl ace good rules, good interpretations, good
pol i cy.

So, in advance of anyone even speaki ng
this norning, let nme say thank you again for your
preparation, for your participation, for your
gui dance to our agency. W benefit fromit, you
benefit fromit -- "you" being everyone who cares
about innovation in this country -- and, nost
I nportantly, the Anerican people benefit fromit.
And it's this kind of dialogue that creates
wn-winresults all around for our country.

Now, of interest to us today is your

| nput on our proposal to collect so-called
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real -party-in-interest, or RPlI, information
regardi ng patent applications and patents and even
ot her rel ated processes and, specifically, the
question of: Do you agree that we should coll ect
this kind of information and, if so, what are your
t hought s about how we do it and when we do it, in
what forns we do it and how deep we reach into
determ ning what a real -party-in-interest neans
and what definitions we should use for determning
what a real-party- in-interest is and any ot her
poi nts that have been raised in our notice that
sparked this neeting.

Now, at a macro level -- right? -- at a
hi gh | evel, our perspective is sinply that the
mar ket pl ace cannot work effectively unless
I nnovat ors know what a patented invention covers
and know sone reasonabl e anpbunt about who owns it.
We need as nuch transparency as possible in order
to get intellectual property rights into the hands
of those who are best able to nake the investnents
and create the jobs and drive growh and generate

econom c activity that, after all, is the purpose
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for having a patent systemin the first place.

Now, this new RPlI initiative that we're
here to tal k about today can have several
benefits, not only, we think, hopefully inproving
t he marketpl ace for innovation but also reducing
ganmesmanship in litigation strategies and
| nprovi ng the operation of the USPTO all around
t he board.

Now, with a nore conpl ete ownership
record, the public has a nore conprehensive
under st andi ng of what patent rights are being
mai nt ai ned and by whom the financial markets have
nore conplete informati on about the val uabl e
assets being generated and held by patent owners;
and inventors and nmanufacturers have a better
under standi ng of the conpetitive environnent in
whi ch they are operating, allowing themto be nore
efficient in obtaining and all ocating resources
t hat they need.

Now, RPlI information also could benefit
the USPTO in fact, in several pretty inportant

ways. First, it enables our Patent Trial and
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Appeal Board to identify potential conflicts of

I nterest much nore effectively. Second, it alerts
our Board to potential statutory bars to
conducti ng proceedi ngs. And perhaps nost

I nportantly and certainly very inmportantly, it
enabl es our Exam ners to do a nore effective job,
t o understand whose patent application they're
actually examning as they look at it.

Now, for the agency, we're willing to do
our part in creating an effective set of rules and
gui des here. |In fact, we're already doing our
part. |If you |l ook at our fees, we have dropped
our assignnent recording fee, which was $40, to
$0. So, we're sending a very strong nessage.

W' re not going to charge anyone anything, not a

single penny, right? You know, when people ask

the question, "Well, define 'zero.'" It's nothing.
And we're trying to send a nessage that we'll do
our part, we will absorb the cost to do that work,

because it's inportant and we want to nmake it as
easy as possible for folks to provide this

I nf or mati on.
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Now, who constitutes a
real -party-in-interest or a privy is, in fact, a
hi ghly fact-bound question, especially the issue
of whether a party who is not a naned partici pant
I n a given proceedi ng nonet hel ess constitutes a
real -party-in- interest or a privy to that
proceedi ng. Courts and commentators certainly
agree that there's no bright line test -- we get
that -- for determ ning the necessity or the
necessary quantity and qualities, degrees of
participation that nake one a
real -party-in-interest or a privy based on what we
know to be the so-called control concept.

So, it's adifficult area to anal yze.
There is certainly a lot of jurisprudence on it;
and, as a result, the USPTO hasn't tried to
enunerate particular factors regarding any control
theory or real-party-in-interest or privy in the
proposal that we put out. And instead, to resolve
the RPI or privy dispute that may arise in various
proceedi ngs, we want to hear fromthe people in

this room which, as you can see from our notice,
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we're open to considering on a case-by-case and
very, very fact-specific basis.

So, in sum the USPTO is here today
| ooking for input on our RPI proposal, all input
that the folks here in the roomand those wat chi ng
by webcast can offer us, input on parties and
their ability to establish standing, input on
chal | enging standing, input on flexibility to
consi der the specific facts and rel evant case | aw
in resolving real-party- in-interest disputes.

But the core of our objective in this
matter is to conme back to where | started:
Transparency, transparency. W're in an era of
transparency, and with this roundtabl e today we
want to hear your thoughts on how we can inprove
t ranspar ency about the subject
real -party-in-interest. W welcone, we encourage
your comments on the definitions we proposed,
suitability of other definitions or standards,
everything that you want to offer input on.

So, thanks again for your participation,

and now |'mgoing to turn it over to ny truly
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cl ose col |l eague here at USPTO our chi ef
econom st, Dr. Stuart G aham

DR. GRAHAM Thank you, David. Good
nmorning. | am pleased to be noderating our
roundtable this norning. D rector Kappos has
hi ghl i ghted sonme of the benefits of collecting
real -party-in-interest information, benefits that
extend to operational efficiencies for the USPTQ
transactional efficiencies in the marketplace for
I nvention, and information efficiencies in the
litigation and |icensing environnent.

The USPTO published a Request for
Comrents on Novenber 23, 2011, regardi ng whet her
regul ati ons shoul d be pronul gated for the
coll ection of assignnent and real -party-
In-interest information for both applications and
| ssued patents. In reviewing the comments that we
received fromthe public, all of which are
avai | abl e on the USPTO website, we heard that
W t hout specific proposals many of the respondents
felt unable to adequately respond. |In response to

that, in the Novenber Federal Register notice that
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announced this roundtable, we offered what
anmobunted to straw nen definitions of

real -party-in-interest to facilitate discussion at
t hi s roundt abl e t oday.

The first of these definitions, an
admttedly broader definition, RPI would
correspond to those entities having the | egal
right to enforce the patent, in other words, those
parties that woul d be necessary and sufficient to
bring a Il egal infringenent action. W anticipate
that this information is directly relevant to
I dentifying conflicts of interest that m ght arise
i n exam nation context and is consistent with the
need to nmake prior art determ nations, because it
identifies all parties that m ght have a claimto
ownership of the patent application or issued
patent. This definition would likely require
di scl osure of exclusive licensees in certain
cases.

Under the second adm ttedly narrower
definition, the interested parties needing to be

di scl osed would be imted to the legal title
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hol ders and ultimte parent entities of the patent
application or issued patent. The term"ultinmate
parent entity" could be based on the definition

al ong with the acconpanyi ng exanples set forth in
our regul ations, which define it as an entity that
Is not controlled by any other entity. Such a
definition my limt the entities that need to be
I dentified based on the assunption that although
not every interested entity would be |isted,

I nformati on about these other parties, if needed,
could in nost cases be deduced or obtained from
the information provided.

We set these definitions out as an
opportunity to begin a discussion and offer an
opportunity to respond to particular definitions.
But certainly we are open, as D rector Kappos
suggested, to nore thought on this issue, and it's
one of the reasons why having a roundtable |ike
this one today is so inportant.

So, we are interested in hearing today
fromthe roundtabl e participants about the

wor kability of these or other definitions, as well
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as the timng of collecting such information.

What are the consequences, for instance, of
requiring such information during the prosecution
of the application? And what about after issue?
And what are the appropriate trigger events for
collecting this information?

Wth that as background, |et ne begin
t he di scussion by thanking all of you live in our
offices here in Alexandria, Virginia, and also the
webi nar audi ence for joining us today.

As you can see by the agenda that you
recei ved upon arrival, we have 20 guests
preschedul ed to share commentary. Wen | cal
your nane, | ask that each of you pl ease speak
fromthe podi um

Al so, because of the tight tineline
t oday, each guest has been allotted either 5 or 10
m nutes to share commentary with us. | wll raise
ared card at the 1-mnute warning mark to request
t hat you concl ude your commentary so that we may
stay on schedul ed as nuch as possi ble, and that

will allow us to have sufficient tine at the end
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for a robust interactive discussion.

Lastly, after preschedul ed commentary is
conplete, we will open the floor to the audience
for any additional views.

Now, with that, let us begin wth
Prof essor Arti Rai from Duke University School of
Law.

Prof essor Rai.

PROFESSOR RAI: Thank you very nuch to
the U S. Patent and Trademark O fice, Director
Kappos, Dr. Grahamfor inviting ne to speak at
this very inportant event.

Let nme preface ny remarks by saying I'm
speaki ng as sonebody who teaches not only patent
| aw but al so adm nistrative law, in fact have
witten and taught in the area of adm nistrative
| aw for about 10 years now. | am also co-chair of
the Anmerican Bar Association Adm nistrative Law
Section's Commttee on Intellectual Property. So,
Il wll be speaking on sone of the administrative
| aw i ssues with respect to the PTO proposal. |

shoul d enphasi ze, however, that ny comments
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represent only ny own personal views.

So, as noted, I'd |like to focus ny
comentary on a sonmewhat narrow but nonet hel ess
very inportant threshold question, and that is, of
course, the threshold question of whether the PTO
has the adm nistrative authority to pronul gate
rul es such as those in question. Sone of ny
comentary is based on witten comments |
submtted to the PTOon this issue a year ago.
These are in the public record, and | incorporate
t hose comments by reference, if you will, in ny
coment ary today.

Let nme begin, however, by enphasi zi ng
one overarching principle, and this is a principle
that is inportant for admnistrative law in
addition to being an inportant overarching
principle, and that is what Congress wants and
t hi nks about PTO aut hority.

| think that Congress has, with the
passage of the Anerica Invents Act, placed the PTO
even nore squarely than previously was the case in

the world of the patent marketplace, in other
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words, in the world of what happens after a patent
| ssues, not sinply what happens during the
exam nation process.

So, in addition to the specific
authorities in the Patent statute upon which the
PTO can draw -- and | wll talk about those in a
nonent -- we have a statute, the America | nvents
Act, that places what happens to a patent after it
| ssues squarely in the PTO s bailiw ck.

To put the point another way, with the
Al A's passage -- AlA' s passage -- we have a sort
of congressi onal endorsenent of the agency power
that courts like the U S. Suprene Court have
| ooked to in admi nistrative |law cases to determ ne
the contours of agency authority. So, that's an
overarching principle.

Now, to the details of PTO statutory
powers. Under the Suprene Court precedent of
Chrysler v. Brown, the threshold question is
whet her an agency can pronulgate rules with "the
force of law." Under Chrysler, an agency can do

so if the rules are "reasonably within the
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contenpl ati on” of a congressional grant of

rul emaki ng authority. Here, | believe the
proposed rules are within the PTOs fairly
conprehensive 8 2(b)(2) authority to "govern the
conduct and proceedings in the Ofice."

For exanple, the 2005 Federal Circuit
decision in the Startfords case upheld, as within
PTO power, a fairly nuscular regul ation requiring
the applicant to provide all information
reasonably relevant to examnation. |In that
regard, the court enphasized the PTO s goal of
using the regulation to "performthe best quality
exam nation possible.”

In this case, the rules proposed by the
PTO requiring subm ssion of continuously updated
information will, in the words of Startfords, help
t he agency inplenent "the best quality exam nation
possi ble."

As the recent Notice points out in
detail, and as Dr. Graham and Director Kappos have
noted al ready, the Al A makes the question of

ensuring that the PTO has accurate infornmation
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regardi ng ownership of prior art significantly
nore inportant than it was prior to the Al A

| shoul d enphasi ze, however, that the
PTO s statutory power to issue rules governing the
conduct of proceedings is not limted to
exam nation. In cases |ike Coopertec v. Judas and
Stevens v. Tamai, the Federal C rcuit has
enphasi zed and upheld, as within the scope of PTO
authority, regul ations governing inter partes
reexam nation and interferences. In Coopertec v.
Judas, for exanple, the Federal G rcuit held that
the PTO could use its regulatory authority over
procedures to define the term "ori gi nal
application" in a statutory provision that
establ i shes procedures for inter partes
reexam nati on.

Simlarly, in this case, identification
of real- parties-in-interest will greatly
facilitate proper use and disposition of the host
of new post-grad proceedi ngs set out by the
Anerica I nvents Act.

Now, the PTO also has a duty under § 2A2

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



Roundt abl e on Real Party in Interest Infornmation Page:

20

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

of the Patent Statute to "dissem nate to the
public information with respect to patents." The
detail ed contours of this power have not been
fleshed out as clearly by the Federal Crcuit as
the contours of the 2(b)(2) power. But on the
pl ai n neaning, reading of the | anguage with
respect to the duty, it would appear to require
giving the public information regardi ng who the
current owner of the patent is.

In general, admnistrative | aw has as
Its core the principle of transparency that
Di rect or Kappos enphasi zed. This transparency
principle is particularly inportant where the
public is going to be subject to a
gover nnent -i nposed | egal requirenent, i.e., a
patent. W are all subject to the requirenents of
patent law. |If we are going to be subject to
t hese patent requirenents, we nust know not only
what the netes and bounds of the clains are but
al so who is asserting the claim Transparency is,
as | have indicated, a core principle of

adm nistrative | aw that has been upheld tine and
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again by the Suprene Court.

So thus far | have spoken to the
t hreshol d question of PTO power to pronul gate the
rules in question, and that is the core of ny
remar ks today. But let nme conclude with one brief
comrent about the substance, again from an
adm ni strative | aw perspecti ve.

As a matter of admnistrative |law, the
PTO nust not only show that it has the power to
regulate -- to pronul gate, excuse ne -- the rules
I n question but also that the rules are ultimately
based on a reasoned assessnent of cost and
benefits. What courts |l ook to in determ ning
whet her the agency has done a thorough job of
doing this reasoned assessnent is precisely the
sort of proceedings in which the PTO has engaged
over the over the last year and is engagi ng today.
The agency should carefully lay out a record for
why there are real benefits not only for the PTO
but for the patent systemas a whole and for the
public with respect to a nore conplete record of

I nformati on about ownership. | think the PTOis
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doing that, and the comments today will assist in
t hat regard.

| thank you for the opportunity to
present .

DR. GRAHAM Thank you very nuch,

Prof essor Rai. Qur next speaker -- | wll ask
Marian Underwei ser to cone to the lectern. M.
Underwei ser is representing International Business
Machi nes.

DR. UNDERWEI SER:  Thank you very nuch.
I'"d also like to thank the Patent O fice for the
opportunity to speak about this inportant issue
t hi s norni ng.

As | think the director explained pretty
well in his opening remarks, patent ownership
information is an inportant part of what we
consider to be the conplete disclosure of a patent
right that provides notice to the public. And |
think certainly after hearing ny remarks but the
remarks of the other panelists and sonme of the
coments that have been submtted, for nost people

who operate out there in the patent conmmunity
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I nnovating and creating products and services,
this is a pretty inportant el enent of pronoting
transparency in the patent system and | think we
all should support creating a nore transparent

pat ent system and not be | ooking for ways, in

Wor se case scenarios, that overbroad regul ati ons
or requirenents mght create problens for

di scl osure.

So, | think this is sonething we should
all actually be trying to achieve, and in
particular | think the question is really: What
ki nd of requirenents can be in place that wll
give us the information that we're really | ooking
for w thout inposing an undue burden on applicants
and patentees? So, the PTO has described sone of
t he reasons why enhanced ownership i nformation
will help themin exam ning patent applications
and in fulfilling their functions.

Omership transparency al so has a
tremendous benefit to the patent conmmunity and the
public, like IBM And what are these? A lot of

themare related to narket transparency. W need
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to be able to identify the conpl ete patent
portfolios, for exanple, of entities that may

di stribute these patents anongst uninfornmatively
named subsidiaries and affiliates, which nmakes it
very difficult to determ ne what the conplete
portfolio is of that entity.

We al so need to determ ne whet her or not
we're licensed to particular patents. And, as you
know, patents can pass through the hands of nany
owners, and one of themmay be a licensor. So, in
order to determne that, you really need accurate
ownership informati on. You al so need to be able
to figure out what is your ability to obtain a
| i cense, whether it's to a particular patent or a
conprehensive license to a portfolio.

And when | tal k about all of these
t hi ngs, |I'mtal ki ng about nmaki ng assessnents about
the patent | andscape up front before you may
I nvest a great deal of resources and research and
devel opnent, before you make go-to- market
deci si ons about your products and services. These

are inportant issues that have to be resol ved
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early in the innovation process, and the way that
you do that in a patent |andscape where there are
| ots of issued patents out there, |lots of
applications, is you need to have a sense for who
are those owners? Are those licensors? Are those
people who are likely to license you or not likely
to license you? Are you better off designing
around? So, these kinds of questions can only be
answered wth accurate and conpl ete ownership
i nf ormati on.

One exanple of this that's becone of
interest recently is in the area of standards
| i censing. How do you know if a patent is subject
to a standards comm tnent unless you know who owns
it?

Anot her aspect of this -- so from
anot her viewpoint in thinking about how to deal
wth patents of interest, how do | identify
patents of interest for the purpose of using or
t aki ng advantage of the new and existing patent
quality provisions?

Wth the new patent quality provisions
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created under the AIA you have pre-issuance
subm ssi ons; you have post- grant review. And
both of these proceedings have limted tine

w ndows, and the parties who are using them
certainly in post-grant review and in inter partes
review, are naking a big investnent in putting
together materials; and certainly the fee for
using the systemis not insignificant. And what
you may be aware of is that in the context of the
AlA, there was a hard-fall requirenent that
chal l engers woul d reveal the real-
party-in-interest when they challenge the patent.
And in doing so, one takes a risk that the
patentee i s now aware of you and may | ook into
your activities. You may expose yourself to a
risk of an infringenent suit. And isn't it only
fair in those circunstances, and in fact
necessary, for a party taking that risk to have
accurate informati on about patent ownership and to
make decisions in the first place about which
patents that chall enger may want to i nvestigate

nore fully.
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So, these are a |lot of the reasons why
menbers of the patent conmunity, |like IBM are
really interested in obtaining as conplete
ownership informati on as possi bl e.

Now, that brings ne to the second part
of the inquiry here, which is really how do we do
It? There are a nunber of different ways to go
about this. I'msure -- in many different ways
the PTO has suggested two possible definitions for
the real-party-in-interest. |IBMsubmtted
comments in response to the earlier Federal
Regi ster Notice |ast year.

We di scussed a proposal certainly
simlar to the PTO s proposal, the nore narrow
proposal, to use the ultimte parent definition.
| think this definition elimnates sone of the
probl ens people may see with a broader definition,
such as disclosing what nay be confidenti al
rel ati onships that give rise to exclusive |icenses
and is, in our view, a lighter touch on obtaining
the kind of information that would allow you to

identify a conplete portfolio that again nmay be
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di stributed anongst various different affiliates
and subsidiaries. So, this is a narrow
requi renment that yet should give the patent
communi ty enough information to assess the
| andscape.

And anot her aspect of conpliance
I nvol ves when and how to nmake these discl osures.
So, certainly patent filing and certainly before
substantive exam or publication, that way, for
exanpl e, the published application also has the
necessary ownership information so the public can
use the pre- issuance subm ssions proceeding. And
at issuance and |ikely at paynent of naintenance
fees, we are confident that the public can work
t hrough any conpliance i ssues and work and create
a procedure that is reasonabl e and not overly
burdensone for obtaining this information through
the patent |ife cycle.

IBM as |'msure you're aware, has nany
pendi ng patent applications and issued patents at
any given tine. W have for sone years. And we

are willing to shoul der whatever burden is
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required here to have this benefit that we think
I's very inportant of having the nore conplete
ownership information for both patent applications
and i ssued patents, which we think is a very

| nportant added el enent of serving the public
notice function of the patent system

So, thank you very nuch. That concl udes
ny remarks.

DR. GRAHAM  Thank you, Dr.

Underwei ser. Qur next speaker, Courtenay
Bri nckerhoff from Foley & Lardner.

M5. BRI NCKERHOFF: Thank you. |'d also
like to thank the Patent O fice, D rector Kappos,
and Dr. G ahamfor the opportunity to speak here
this norning. | ama partner at Foley & Lardner,
but my comments here today do not necessarily
represent those of ny partners or clients.

| may be the voice of dissent here
today, certainly the first voice of dissent that
you are hearing this norning. | certainly wll
defer to Professor Rai on the admnistrative |aw

| ssues, but | do question the Patent O fice's
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authority to inpose its requirenents.

The patent statute has traditionally
made identification and recordation of ownership
I nformati on optional, and that has not changed
wth the AIA. The AlA still makes it optional to
nanme the assi gnee as the applicant and nakes it
optional to have a patent granted in the nane of
t he assi gnee.

Al so, recently there was a treaty
statute inplenentation that al so anended § 261
and, again, provided that the Patent Ofice should
record information upon request. So, | think that
the tradition of optional recordation, optional
di scl osure of information needs to be kept in
m nd.

Also, | think this does seemto be a
policy issue. Econom cs marketplace seens to be
nore the real mof Congress where Congress can hear
the sides of all parties and bal ance the interest.

I'"d also like to touch on sonme of the
Patent Ofice's justifications. |In the Federal

Regi ster Notice, there were a nunber of
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justifications. Sonme of them seened convi ncing on
the surface, but as a practitioner for over 20
years | have a question on when you di g deeper.
One of the justifications was to verify that the
power of attorney is fromthe proper authority.
There are already rules that require or ensure
that under 3.73 the need for board nmenbers to
recuse thenselves in appeal, that there are
already requirenents in your appeal brief that you
identify the real-party-in-interest.

The new definition of "prior art" under
the AIA, while the definition is broader in sone
respects, it's also narrower in other respects.

It will only cone into play if the earlier prior
art was not published before the second
application. So, | still think that exception
will only apply to a fraction of applications, and
| don't think it justifies inposing a burden
across all applications where there may not be any
grace period commonly in prior art at issue.

The only thing of interest was the

possibility that Exam ners woul d recuse thensel ves
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fromexam nation, and so |I'd like to know if the
Patent Ofice is really doing that. Do they do
that now? Are they really thinking of

| npl enenting a program where applications would be
screened and assi gned dependent on the Exam ners,

| guess, investnent in relationships with
corporations and with the Patent O fice change

exam nation assignnment mdstreamif ownership

changed.

Looki ng at the definitions fromthe
perspective of a practitioner -- | work with a | ot
of foreign clients -- there needs to be clarity in

definitions if there's going to be a rule
requiring this. As Dr. Kappos said, there's not a
bright line for real-party-in-interest, and that's
a problem The first definition relating to the
necessary party brings in litigation. A lot of
patent practitioners are patent agents who have no
experience with litigation. [It's burdensone for
themto have to understand litigation rules and
determ ne who needs to be discl osed.

There's al so a question of whether the
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Patent O fice decided not to invoke Rule 17 of the
Cvil Rules of Procedure, which is a
real -party-in-interest provision. If it wants to
take this route, maybe it should | ook at that,
because there is a body of case | aw around that
that coul d provide guidance if that's the
definition the Patent Ofice wants to take.
O herwi se, there's a question over whether there
Is a difference.

Onthe limted definition, again, there
Is a question of clarity of the statute or the
rule that the Notice invokes. [It's from 16 CFR
which I've never visited in ny 20 years of
practicing. So, again, it's bringing another body
of lawinto the patent fields, and is that
sonet hing that patent practitioners, particular
pat ent agencies or patent attorneys who do not
have access to business |lawers -- to help them
Interpret these statutes. |Is that a reasonable
burden to i npose?

For exanple, the rule that the Notice

sites indicates an actual person who controls an
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entity can be the real-party-in-interest, so are
we going to be nam ng the person at the end of the
chain or are we supposed to stop at the corporate
| evel ?

| al so question on the broader
definition, the authority, and the justifications
for requiring the exclusive licensing information.
Most of the Patent Office's justifications or all
of the Patent Ofice's justifications really would
be satisfied with only disclosing the record title
holder. This also, | think, brings in a lot nore
difficulty of knowi ng the current information,
deciding -- know ng whether it has to be discl osed
or not, because an exclusive |licensee can be
territorial; it could be product related; it could
be claimby-claimrelated; it can raise a whole
host of conplicating issues.

And all of these issues are even nore
conpl i cated when you consi der international
applicants, particularly if you' re working through
foreign law firnms, that there is usually little

communi cation directly with the corporate, the
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client, the owner entity; and in many foreign
cultures there is nuch nore secrecy around
ownership, licensing, business relationships. All
of these could be seen as very intrusive from
their perspective.

The final points I'mgoing to go through
are sort of the nitty-gritty of the details that
were proposed. The rules seemto propose
di scl osure at least four tinmes during patent
prosecution: Wen the application is filed;
before it's published; if there's any change
during prosecution with the issue fee paynent; and
at the mai ntenance f ee.

It's inportant to keep in mnd that
every transaction that requires a formto be filed
Is going to involve 10th action cost, and
especially in this situation where the person
handl i ng the patent applications m ght not know
I nherently the information, it's going to require
communi cation to the client. Again if you got a
foreign client through the foreign agent to the

corporate entity, back again, these are not
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anything that can cause -- it's not an
I nsi gni ficant burden.

Additionally, with the nmai ntenance fee
paynents, while that seens |ike an easy task, |I'm
sure the Patent Ofice knows that nost mai ntenance
fees are paid by non-lawer entities. So, again,
you're going to have to involve a |lawer at a tine
in a patent |ife when it's usually outsourced to a
conpany that's just handling a fee paynent
transacti on.

So, hopefully I've given everyone who's
i n favor of these decisions sone things to think
about .

Thank you.

DR. GRAHAM  Thank you, M.

Bri nckerhoff. Next on the agenda is Kenneth
Ni gon. Kenneth Nigon is wth the Anerican
Intell ectual Property Law Associ ati on.

MR. NIGON:  Thank you very nuch. Al PLA
appreci ates the opportunity to comment on the RPI
Initiative. Wile there may be sone benefit to

knowi ng the RPI in sone patents and applications,
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we remai n concerned that the adm nistrative burden
of the proposed procedures is too high and |likely
wi || outwei gh any perceived benefits.

Mor eover, we would need to know t he cost
to stakehol ders and at the Ofice and have a
greater understanding of the ability of the Ofice
to manage the process, as prior simlar studies
have failed to confirmthis capacity. |If the PTO
decides it needs RPI information, we strongly
recomend that a | ess burdensone procedure be
adopt ed.

We understand that the Ofice and the
public need to know i nformati on about RPIs.
Non-practicing entities sonetines hide their
ownership, and it's very difficult to determ ne
the true owner of the patent. Examners need to
know so that they can evaluate a prior art
reference under 102(b)(2)(C and evaluate the
credibility of evidence. Ofice personnel also
need to know the RPI to determ ne whether there's
a potential conflict of interest.

The nunber of patents that this
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i nformation is needed in, we believe, is very
smal | conpared to the total nunber of patents that
the Ofice processes and the nunber that are
already issued. Here the Ofice has not provided
any data to show the nunber of applications where
the informati on woul d be needed. But if you | ook
at it, in less than one percent of patents who
have litigated, there are existing incentives to
ownership that result in the real-party-in-
I nterest actually being disclosed as recorded
assignnents. And 37 CFR, Rule 42.8, already
requires patent owners to provide RPI information
in a PGR and | PR proceedi ng.

I n addition, during exam nations the
Exam ners, if they believe the RPI information is
| nportant, could request it under Rule 105. The
burden on the patentees, the procedure, we believe
greatly exceeds the benefits gained. As Courtenay
poi nted out, four tinmes during patent prosecution
and with each mai ntenance fee paynent, the
practitioner would be required to investigate the

RPI status and file a paper with the Patent
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Ofice. This would result in a lot of unnecessary
wor k, again, because in nost cases the real-party-
in-interest is already recorded. |BMhas a |ot of
patents, but they record their assignnents. So,
there's no real problemfor IBMin that regard,
and there's no real need for themto nake these
additional filings.

Al'so, in sone instances it may be
difficult to determne the RPI. As Courtenay
poi nted out, in other countries they may not
understand the difference between a patent owner
and an RPlI, and you have to convey this through a
translation barrier in many cases.

Startup conpani es may have nade nany
different investors, going fromfriends and famly
to angel investors to venture capitalists, who
have different rights in who's going to determ ne
who the real-party-in-interest is there.

Many patent practitioners are patent
agents who cannot make | egal judgnents. Both of
these requirenents -- both the broad and the

limted RPI requirenents -- would require a | egal
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judgnent. So, the patent agent would then have to
get a | awer involved or the client would have to
get a lawer invol ved.

Many patent firnms al so outsource their
mai nt enance fee paynents, as Courtenay pointed
out, so the procedure would require coordination
Wi th a paynent service to nmake sure that the
verification is made on tinme, and it would al so
requi re additional docketing. Mny law firns
don't docket nmi ntenance fee paynents anynore,
because these paynents are outsourced to the
servi ces.

Again, even if the proposed requirenent
of broad limted definitions is adopted,

I nformati on nmay not be available to the public as
needed. Maintenance fees are only due at four,
eight, and twelve years after the patent issues.
There wll be relatively large gaps in tine when
there wwll be no duty to record the

real -party-in-interest or update the

real -party-in-interest. So, it could still be

hi dden.
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| also believe that a determ ned RPE or
NPE, what ever systemyou can cone up with, wll be
able to gane it and under the limted definition
put the patent in an entity under which it has no
control, however it's defined, but then can obtain
it when it's ready to file suit.

Determning the rights of a party under
a licensing agreenent nmay be difficult, and they
may be subject to confidentiality agreenents. So,
It would be difficult for a patent practitioner,
even if he wanted to, to disclose this information
I n those situations.

Finally, we think if the PTOIis
determned that this is necessary, we recommend a
nore focused procedure that we believe can produce
essentially the sane results with a nmuch | ower
adm ni strative burden. For pending applications,
we have the Rule 105, but we also think that
requiring the RPI information to be submtted only
at the paynent of the issue fee or filing and
paynent of the issue fee would be nmuch | ess

burdensone than the concept need to update it.
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For issued patents, we believe one
possibility may be to devel op a new procedure in
the Patent O fice by which a nenber of the public
coul d anonynously ask the PTO to request RPI
i nformation. Then the PTO would request it and
then put it into the file. And this of course
woul d have to be limted to prevent harassnent and
al so maybe with a fee to prevent harassnent at the
Patent O fice.

| thank you very nuch. W thank you
very much for the opportunity to bring these
| ssues to your attention.

DR. GRAHAM  Thank you, thank you, M.

Ni gon. Qur next speaker, Jeffrey Wlder. M.
Wlder is fromthe U S. Departnent of Justice,
Antitrust Division.

MR. WLDER  Thank you. So, | should
begin with a disclainmer, which is the views |
express here today are not purported to represent
those of the Antitrust Division. That having been
said, | think it is fair to say that at the

Antitrust Division there is considerabl e
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ent husi asm for consi derati on of new rul es that
woul d require disclosure of real-party-in-interest
i nf ormati on.

Maki ng i nformati on about the true
controlling ower of a patent available is likely
to inmprove the Notice function of our patent
system and pronote conpetition and i nnovation to
the benefit of U S. consuners by facilitating
bilateral |icensing, increasing design freedom
and allowing firns to better nmanage ri sk.

At this point, let ne take a step back
and talk a little bit about the benefits of
transparency to a well- functioning IP
mar ket pl ace, and | think the easiest way to
approach this is sinply to set up two extrenes, to
t hi nk about a world in which IP |licensing works
very well and a world in which it does not.

And so consider the first world.

Technol ogies are well known; it's clear who owns
what; and also it's clear what all the options are
on the table. And therefore when a potenti al

| i censee goes out, the licensee can weigh the
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1 rel ative technol ogi es, consider the relative costs
2 of each, and decide which is the best route to go.
3 Now, if we consider instead a
4 mar ket pl ace in which licensing is not working
5 well, rights aren't going to be well defined,

6 t echnol ogi es may not be well known, and it nmay be
7 incredibly difficult to know who precisely owns

8 what. And in a world like this, a |icensee m ght
9 be basically forced to bring a product to market
10 W t hout pursuing any licensing options at all, and
11 what will ultimtely happen, of course, is that
12 soneday down the road after unrecoverable costs
13 have been sunk, the potential |icensee should

14 expect a licensor to show up at his doorstep and
15 say, basically you've infringed our |P.

16 Now, it's well docunented in a world

17 | i ke that when the potential |icensor is arriving
18 after these investnents have been nmade that we

19 shoul d expect to see very high royalties. And

20 this ability of the licensor to hold up the

21 potential |licensee is inherently a very

22 i nefficient outconme fromthe perspective of
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conpetition policy.

Now, you might say, look it's just a
transfer. But in truth it's not, both because the
royalties | inpose m ght change ny nmargi nal costs
to produce but al so because anticipating how this
gane is going to play out, I mght choose, as a
potential firmlooking to devel op a new product,
sinply not to develop the product at all in the
first place. And that is a real, pronounced,
econom ¢ harm

The rul es being proposed or the rules
bei ng consi dered, rather, by the USPTO i nprove
transparency by nmeking clear who precisely owns
what. Now, are they going to solve the hol dup
problen? By no neans. But in ny view, they are
certainly a step in the right direction, a step
toward greater transparency.

Now, there's one caveat that | should
note here, and that is in certain contexts it is
the case that transparency -- too nuch
transparency -- can actually reduce incentives to

invest in information, say, and | think that the
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context in which this tends to cone up nost often,
t he canonical exanple, is financial markets. In a
context like that, are the institutional investors
of the world going to go out and neke the

I nvest nents necessary to |l earn which stocks are
under- or over-valued unless ultimately they're
going to be able to trade on that information
before others trade in front of them In that
context, there is an acknow edgnent that we need
to basically weigh the two effects, and we al |l ow

| arge firns to engage in block trades. W allow
themto engage in anonynous trades to essentially
bal ance the two.

Now, | think simlar argunents can be
made here, and | think they are theoretically
valid. However, based on ny understandi ng that
has arisen in the course of our investigations,
al so our PAE wor kshop in Decenber of the prior
year, | think that the weighing is pretty obvious,
or at | east how the wei ghing cones out, and this
Is a market that would benefit increnentally from

a nove toward greater transparency.
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Now, of course in order to increase
transparency, the rules need to have sone bite.
They have to have sone teeth. And what we do not
want to have is a world in which the rules are put
I n place and sophisticated entities can
essentially evade the rules by virtue of setting
up a vast web of subsidiaries and shells. And as
| revoke the rules that are being proposed here
today, they are both adequate in that respect.
VWhat | think I would say is, at a mninumas we
consider different rules it should be necessary --
in all cases we should require identification of
the ultimate parent entity.

Now, | would go even further and say
that there would be clear benefits to requiring
recordation with each change in the RPI. And this
gets back to comments nade before. That woul d
ensure that the RPI data at hand at a particul ar
point in tinme were never stagnant.

Now, I'll conclude with just an
observation or two. |'ve spoken a little bit

about the benefits of transparency on the whol e,
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but 1'll nake an observation or two that are nore
specific to enforcenent of the conpetition | aws
and how rules of this sort would help us. | think
better information on RPI would allow us to better
identify the conpetitive inpact of acquisitions,
because we woul d know exactly who owned what.

And then I'Il also flag that what we
oftentimes care about is sonewhat broader than the
rules that are being suggested here. So, what we
wi || occasionally care about is who stands to
benefit fromthe exercise of an P right? So,
consi der, for exanple, a situation where a
particular IP is asserted and an excl usi on order
Is sought. Well, in an instance |ike that, a
conpetitor to the product against which the IPis
bei ng asserted stands to benefit. And we care
about that, especially if that conpetitor was the
source of the IP to begin wth.

To the extent that there's nore
I nformati on about how I P travels fromentity one,
to two, to three, that m ght nake it harder for

firmse to engage in strategies that are potentially
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probl ematic that involve the sale of IP to be
asserted against a conpetitor and effectively
rai se that conpetitor's costs.

Thank you.

DR. GRAHAM  Thank you, M. Wlder. CQur
next speaker is Mchael Lubitz. M chael cones
from d obal Technol ogy Transfer G oup.

MR. LUBI TZ: Good norning, everybody.
Thank you, Director Kappos for making this
roundtable a reality.

You know, today | think really is about
change in that the patent marketpl ace has evol ved
very, very quickly, and we really don't have | aws
i n place to support that marketpl ace and foster
its growth. And so what we're really dealing with
Is what | would call an inflection point and an
attenpt to noderni ze.

Today one of the things that | want to
chal | enge everyone here is to think about what's
best for the marketplace over the long run. W're
for transparency. W want to know who owns what.

But what about the nature of the assignnent? WAs
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it an asset transaction? Was it the result of an
MBA deal ? Is it just a security interest? That
kind of information and transparency will help us
understand the health of the patent narketpl ace.

The first iteml| want to talk about is
just a little background on us, because we're
really in the trenches here in dealing with the
transparency of information and trying to figure
out what happens in the marketplace. And | can
tell you, it's a struggle. So first, our firm
GIT G oup, was founded in '97, and we've always
been doi ng buy- and sell-side advisory, but
anot her inportant function for us is providing
I nformati on on the marketplace to the
partici pants.

In 2007 we started publication of a
quarterly report, which had a key indicator, and
continues to, called a patent market index, which
keys off of assignnent-generated information. And
when we saw the proposal fromthe USPTO we got
very excited, but we really wanted to see if we

could ook at the information that's being
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recorded, how it's being handled within the USPTQO
and is there any way to i nprove the qualitative
nature -- not just the nature of who the owner is
but what is actually happening.

The other thing that we just introduced
in 2012 was a patent ticker, which basically takes
information as it's published by the USPTO and
tries to determne transaction activity and i nform
the marketplace, and it's a very difficult thing
to do given the present information that's being
provided to the USPTO. Sone of the probl ens that
we have are related to just how things are
recorded. Sone entities love to just record every
single asset transfer rather than recordi ng them
as one. And so it's very hard for us to really
understand the dynam cs of what's happening in the
mar ket place. | can't tell you, | nean, just this
week there were maybe 148 different instances of
recordi ngs by Honehi gh, creating anot her conpany
call ed Golden Charm and we're trying to sinulate
t hat data and understand the nature of the deal.

And so one thing is naybe to take a step back and
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t hi nk about how we require the recordings, why we
allow for the variance, and what is the best
practice. So, we really can have an inforned

mar ket pl ace.

The other thing that we are very
concerned about on the buy- and sell-sides is the
timng to nake a report, to identify who the
real -party-in-interest is. Mny transactions are
fluid in that they're multi-staged, and assets
wll go to different owners over a very relatively
short period of tine. And if it's triggered based
upon nai nt enance W ndows, sonetines you really
don't know who the owner is. And you have ot her
Itens that are happening, |ike, for instance, DQJ
reveal s certain transactions. Wwo should record
when, at what tinme? Wwo really is the ower? So,
sone type of safe harbor or sone (inaudible) a
time period that allows for ultimte conpliance.

It was nentioned earlier that they'd
|l i ke to see changes at every point in tine, and a
| ot of these deals are very structured so it would

probably be nore realistic to wait till the
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transaction settles to record who the
real -party-in- interest is.

Today the real quest is for quality,
quality in the assets that are issued by the
USPTO, and that information provided to consuners
so they know what is actually happening. And so
in ternms of this bigger picture, the real
challenge I think is not only to record who the
party is, the actual partying interest, but to
t hi nk about the nature of the assignnent.

And, finally, how quickly can we get
that information out? Wat we've seen is a
backlog. So, if we | ook at assignnent activity
for a certain period of tine, it always is grow ng
and grow ng. Eventually it settles down, but if
there's any way that this process can be
noderni zed -- | don't know what happens within the
USPTO right now in ternms of assignnents and
whet her that data is published on the fly or
whether it sits, but being able to provide that
information on a tinely basis is critical to the

snoot h functioning of markets. And we don't have
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that right now.

Thank you for letting nme speak today,
and good | uck.

DR. GRAHAM  Thank you, M. Lubitz. CQur
next speaker is Fiona Scott Mrton, and she cones
to us from Yale School of Managenent.

DR. SCOTT MORTON: Good norning. Thank
you, Director Kappos and Dr. Grahamfor the
invitation to speak today.

I''ma professor of economics at the Yale
School of Managenent, but | recently finished
serving as the econom cs deputy in the Antitrust
Di vision of the Departnent of Justice. Decenber
31lst was ny last day, so it's nice to be back in
WAshi ngt on so soon.

| just should say while it's clear that
ny experience at the Departnent of Justice shaped
my thinking on this issue and gave ne sone
I nsi ghts and exanpl es from behavior, | am now
giving ny personal and scholarly opinion | fully
support the PTOs initiative to increase

transparency in this sector, and | just have a
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coupl e of, actually, suggestions for inprovenents
in terns of what M. N gon brought up with the gap
that would arise with infrequent recordation. |
think that that's sonething that could be sol ved
by just requiring that each change in the
real -party-in-interest be recorded with the PTQ
whi ch woul d all ow the various efficiencies that
peopl e have di scussed to be available at all
times.

| also think that the definition of the
real -party- in-interest -- | will defer to the
| awyers for sort of what's legally inportant, but
in terns of the econonmics of what's inportant
there, you really want to be able to understand
who's financially going to benefit from exercise
of the rights of the patent. So, for exanple, if
there's a legal definition that says, Party A
shell conpany gets to decide when there's
litigation or gets to decide on a royalty but it's
really Party B that extracts all the noney that's
earned fromthe patent, then we'd |like to know

about Party B as well. So, that's an inportant
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feature, | think, of a successful definition; the
financial gain fromexercising that patent can't
be hi dden.

One of the things that Jeff WIder
tal ked about is the inprovenent in markets when
you have nore transparency and you're avail able to
t hi nk about how to design your product and how to
| i cense the technol ogy you need because you know
what's out there and you know who owns it.

| think that there has been sone
criticismof this. By thinking about the software
I ndustry, for exanple, there are so nmany broad,
duplicative, and vague software patents that we
don't really think people are going to say, oh,
|'"'mgoing to use this database to | ook up the one
person fromwhom!| need a |license for ny w dget,
okay? That's a little sinplistic, and | think
It's a straw man in terns of the criticism |
think it's much nore illumnating to use this
I nformation to anal yze which players are active,
rather, as | BM described. You know, are you

| icensed? What's in the portfolio? Wat's ny
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ability to license fromthis party? Are they a
conpetitor of mne? And so forth. So, | think
that that's a huge efficiency that we woul d
| magi ne comng fromthis.

| also think that the issues with
strategi c use of these patents depend a great
deal, in sone cases, on secrecy and that
transparency would renove sone of the strategies
that we currently see used by both product
conpanies and trolls. So, for exanple, why, given
the real disaster of this marketplace for ideas,
do we have the ability to produce wi dgets at all?
And it's partly because there's a system of broad
cross-licensing that goes on between | arge
conpani es. So, conpany A and conpany B will agree
to a cross-license at a price of zero, and that's
part of their general relationship in terns of
st andards-setting organi zati ons worki ng together
on different products or projects, |obbying the
governnment. You know, all those things are part
of the long-termrelationship between conpanies A

and B.
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Wl |, suppose conpany A has a very
val uabl e patent that they'd really like to extract
alot fron? They can't, because they have a
cross-license wth B, even though they know B
would pay a lot. So, the easy thing to do is to
sell that patent to a third party for a | ot of
noney, and the third party can sue from B, because
they don't have a cross-license. And in that way,
firmA can nonetize its patents nore profitably.

kay, now, you m ght ask, well, you
know, what's the problemwth that? They own the
patent. Well, the problemis that they have a
|l ong-termrelationship with B, and B is going to
be upset when they discover that their noney is
bei ng extracted in this way. But they can't be
upset, because they don't know where the patent
cane from and they don't know that it was really
firmA s patent that's causing themthis trouble.

I f you shed sone sunshine in that
setting, if you have sone transparency, B
understands that the patent used to belong to A

now it's been sold to a troll, and it's being used
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to attack them Then the whole relationship
bet ween A and B cones back into play just the way
it was before, right? There was a reason that A
and B weren't suing each other; it's because they
had a lot of long-termrelationships and projects,
and now they're going to be working together for
the foreseeable future and that discipline returns
when whatever A sells is known by B.

Ckay, and again | shoul d enphasi ze that
| conpletely agree with what Jeff Wlder said
about issues with conpetitors. |It's very
I nportant for antitrust agencies, for conpetition
enforcenent agencies to be able to understand when
the product nmarket is being inpacted by strategies
around patents and enforcenent of patents, because
t hose can harm conpetition in a way that consuners
| ose from

So, while | won't go through the
argunents in favor of keeping secrecy, which Jeff
also alluded to, | think that the balance is clear
in this sector that we have really a |l ack of

I nformation, and that's hol ding back efficient
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transactions, and | think consuners woul d benefit
and i nnovation would benefit from nore
transparency over patent ownership.

Thank you very nuch.

DR. GRAHAM Thank you, Dr. Scott
Morton. Next on our |ist of participants, Herbert
Wansl ey.

Herbert's here fromthe Intellectual
Property Oaners Associ ati on.

MR WAMSLEY: Well, thank you. |
appreci ate the opportunity to be here this norning
on behalf of IPO, which is a trade association
representi ng conpani es and i ndividuals in diverse
I ndustries and fields of technology. Qur nenbers
I ncl ude people who own intellectual property
rights and others who are interested in the
rights. W have nore than 200 nenber conpanies
and nore than 12,000 individuals who are invol ved
I n the Association through their conpanies or |aw
firms or as individual nenbers.

Now, ten mnutes is a short tine to

address a big topic, and | synpathize with those
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after the break who apparently only have five
mnutes. But | would like to nake sone
prelimnary comments on behalf of PO and we do
plan to file nore detailed witten comments at the
end of the nonth after our diverse 50-nenber board
of directors neets to review this.

We do tend to believe that nore
i nformati on woul d be useful about RPIs than is
avai |l abl e today. And we would tend to favor the
second definition of RPIs in the Federal Register
Noti ce, which includes disclosing the highest
| evel parent. But having said that, | want to
enphasi ze the long |ist of burdens that disclosing
this information will place on practitioners and
conpanies and law firnms, those down in the
trenches. | don't want to duplicate what Ken
Ni gon of the AIPLA said, but | believe that he
I dentified a nunber of significant burdens that
need to be fully explored and understood before
noving forth with the proposal.

It's also inportant to understand that

di fferent conpanies operate in different ways in
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recordi ng the ownership of their patents. Sone

| arge conpanies and | POCs get all of the patents in
t he nane of the parent, but we have ot her
conpani es that have patents assigned to dozens of
subsidiaries for legitimte business reasons, and
keeping track of and periodically updating this
Information is nore burdensone for the latter type
of conpany.

| think that |ooking at how this woul d
wor k, we woul d not favor requiring additional
statenents about RPI information where there's
been no material change. | think nore attention
needs to be given to what the penalty for failure
to conply with identifying RPlI information would
be. W need to be careful not to have a system
that would | ead to charges of inequitable conduct
in this area.

Now, anot her point beyond the burdens --
we shouldn't autonmatically dismss the legitinmate
busi ness interests in protecting the confidenti al
nature of ownership and |icensing information.

But every conpany is interested in participating
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i n the market pl ace of licensing. Patent
applicants nay not want conpetitors to know
whet her an application has been |icensed or to
whom

We could go so far wwth transparency in
elimnating confidentiality of ownership
I nformati on that we coul d di scourage patenting and
i nnovation. | think we need to keep in m nd what
the conpetitors of the owners can do to hel p nmake
the system operate well.

There's a I ot of concern today, of
course, about the anpunt and cost of litigation.
But according to the infornmati on we have, in many
I ndustries very few product clearances are being
done today, and not all conpanies have a policy of
not infringing patents that appear to be valid.

| think it's also inportant to
understand -- to enphasi ze that a fair anount of
RPI information already is available. Wen you go
into court, you have to disclose the ultimate
parent, and | believe that's true at the PTAB as

wel | .
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Finally, | would say that in any event
the Patent and Trademark O fice should investigate
further whether it has the authority to require
the patent ownership information before it noves
ahead with the proposal. 35 U S.C 261 seens to
make recordi ng of assignnents optional, and it
prescribes the harmyou wll suffer if you don't
record the assignnent within a certain tine;
namely, you won't have rights agai nst a subsequent
pur chaser wi thout notice. Can that statute be
squared with the idea that the PTO can require RPI
information in every case?

Wel |, thank you again for going into
this topic. As | say, nore RPlI information should
be available, but it's got to be done in a way
t hat hol ds down the burden and expense.

Thank you.

DR. GRAHAM Thank you, M. WAnsl ey.

Qur next speaker on the agenda is Lisa Marks
Mclntye, and Ms. Mclntye cones from Googl e.
M5. McINTYE: Thank you to the U. S,

Patent O fice, Dr. Gaham and Director Kappos for
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allowing ne to address this inportant issue today.
Googl e supports the PTO s proposal to
require identification of the
real -party-in-interest. The public notice
function of the patent systemis served by
di scl osure of what a patent covers, who owns it,
and the identity of the real-party-in-interest,
that is, the identity of the true owner of those
patent rights. Transparency in patent ownership
and real -party-in-interest information is, we
believe, a critical aspect of the public notice
functi on.
For purposes of ny brief coments today,
| will refer to patent ownership broadly as
I ncl udi ng essentially both the proposed broad and
narrow definitions of real-party- in-interest.
So, when | refer to patent ownership, |I'm
referring to both ownership and the
real -party-in-interest information, or the
ulti mte parent, because both categories are
necessary to support a well-functioni ng patent

system that pronotes innovation.
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The Patent O fice has correctly
recogni zed the | ack of transparency in patent
owner shi p burdens, rights clearing, and sinple
licensing. It also burdens other forns of free-
mar ket entry endeavors, such as freedomto-operate
activity.

Large nulti-national conpanies, |ike
Googl e, spend billions of dollars each year
fundi ng research to support the innovation
necessary to bring great products to consuners.
We eval uate various market dynam cs, including
patent ownership, to mnimze | egal and business
ri sks as our business expands into new areas.

Accurate ownership information is
integral to clearing patent rights and assessi ng
risk froma famly of patents or a specific
patentee. Accurate ownership information is also
needed to nmake deci si ons about who to seek a
license fromor with whomto collaborate. For
exanple, if an existing market participant owns
patents that are closely related to and/ or may be

conpl enentary to technol ogies that Google is
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eval uati ng, ownership information about those
patent assets nay |lead to a decision to partner

Wi th the assignee of record or seek a |icense from
that party. On the other hand, inconplete or

| naccurate ownership information could lead to a
decision to, say, avoid market entry or to enter
an already patented market and risk unexpected

| i cense costs or infringenent liability.

I n- house patent departnents conduct
these types of strategic analyses to ensure
freedomto operate the technol ogi es and products
devel oped by their conpanies. Wile sinple
| icensing typically addresses specific patents
covering particul ar products, corporations
frequently engage in nore conprehensive
cross-licensing to ensure patent peace. Patent
peace between parties is not possible w thout
know ng what patents each party controls and may
| ater then assert or cause to be asserted agai nst
t he ot her.

The PTO s proposal al so supports the

public's ability to initiate pre- and
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post -i ssuance proceedi ngs under the Leahy-Smth
Anerica Invents Act, including, specifically,
post-grant review, inter partes review, and
pre-i ssuance subm ssi ons.

To pursue a petition or subm ssion under
the Al A proceedings, a party nust disclose public
use, sales, offers to sell, and other prior art
under 35 U.S.C. 8 102(a)(1). This is far nore
difficult when the patent owner i s unknown,
because nerely knowi ng a patent or publication
exi sts without know ng the owner is not enough for
a sufficient assessnent of the business risks or
rewards of filing a petition or making a
subm ssion. These difficulties are exacerbated by
the strict timng limts of post-grant review
petitions and pre-issuance subm ssions.

In addition, actions may be initiated
agai nst a prior owner who, for exanple, may no
| onger have interest in the asset, and that
results in wasted tinme and resources of both the
patent owner and the U S. Patent and Trademark

Ofice.
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Transparency in ownership of patents
wll lead to efficiencies in litigation as well.

It will lead to reduced di scovery costs associ at ed
wth identifying ownership interests of patents in
suit and al so patents put forth as prior art. To
this point, the rising tide of non-practicing
entity litigation and the difficulty of

i dentifying the real- party-in-interest in those
cases al so supports the need for greater
transparency in ownership requirenents.

Further, litigants cannot know whet her
settling will buy peace for their products wthout
knowi ng that they are settling with the
real -party-in-interest and al so having information
and being able to determ ne the extent of the
real -party-in-interest portfolio. The PTO
proposal ensures that such information wll be
avail able to informsettl enents decisions and thus
pronote true settlenent between parties.

It is unfair for patent holders to hold
their patents in secret and preserve the el enent

of surprise for their assertion canpaigns or to
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4 There are currently over 2.1 mllion
5 enforceable U S. patents. R ghts clearing,
6 | i censi ng, agency proceedings, and litigation
7 regarding these mllions of enforceable patents
8 and the future mllions that will replace them
9 requi re robust know edge of who owns what patents
10 If the systemis to work efficiently and best
11 pronote progress of science and the useful arts.
12 The PTO has al so recogni zed t hat
13 requiring greater transparency in ownership wll
14 come with sone costs. But it has limted these
15 costs appropriately by requiring real -party-
16 i n-interest informati on only when applicants or
17 assi gnees are otherw se required to have
18 substantial interaction wth the Patent and
19 Trademark O fice.
20 In conclusion, the PTO s proposal
21 addresses the concerns caused by |ack of
22 transparency in ownership in the patent system
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and i npl enentation of the proposal will inprove
efficiency in PTO proceedings, litigation,
| i censi ng, and patent exam nati on.

Thank you. That concl udes ny renarKks.

DR. GRAHAM Thank you Ms. Ml ntye.
Next on the agenda is a repl acenent.
Unfortunately one of the speakers is indisposed
t oday, and so from Schwegnman, Lundberg & Wessner
speaking today is Kevin G eenleaf.

Kevi n?

MR. GREENLEAF: Thank you all for
allowng ne to speak today. |'ve been really
| npressed and interested in everybody's comments,
particularly regarding the APA discussion and
whet her the Patent O fice has the authority to
make rules requiring people to identify the
real -party-in- interest, and | agree with M.
Wansl ey's comment that 261 defines the penalty for
not disclosing the real-party-in- interest, or the
assignee in that case, as not being able to
enforce rights agai nst subsequent purchasers for

val ue.

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



Roundt abl e on Real Party in Interest Infornmation Page:

72

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

| don't really see any other penalty
that Congress gives the U S. Patent Ofice the
authority to nake other than the fact that | think
we need this information. And a large part of ny
practice invol ves post-grant proceedings, and |'m
concerned when advising clients and revi ew ng
prior art in preparation for a post-grant petition
whet her the prior art that |'m ]l ooking at woul dn't
be applicable to a particular patent due to a
102(b)(2)(C) exception to the prior art.

So, another concern that | have is we're
primarily focused today on identifying the
real -party-in-interest fromthe patent owner
perspective. However, the rules, the statutes,
the MPEP provide many ot her definitions for what a
real -party-in-interest is. So, |I've identified at
| east seven different contexts in which the
real -party-in-interest is identified or required
to be identified, and first off 102(b)(2) (0O,
whi ch we've all been discussing today; second of
all, at issuance, 8§ 118 under the Al A uses the

term"real- party-in-interest,"” that the patent
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must issue to the real- party-in-interest. |Is
that the sanme as 102(b)(2)(C ? | think probably,
but we'll get to that.

And then again after issuance we need to
know the real -party-in-interest for, as | said,
102(b)(2)(C) purposes for preparing post-grant
petitions, and then for the other reasons people
have identified, such as |licensing and market
fluidity.

Fourth, the MPEP and the PTAB require
that the real- party-in-interest be identified
both for the appellant in ex parte and inter
partes appeal s.

Fifth, in inter partes appeals, the
respondent needs to identify the
real -party-in-interest.

And then sixth, the rules -- CFR 42.8
requires the identification of the
real -party-in-interest fromthe patent owner and
as mandatory notices after post-grant petition has
been fil ed.

And, seventh, the petitioners need to
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i dentify thenselves in the post-grant petition
when they file one.

So, is there one definition that can
satisfy these at |east seven different instances
of identifying the real- party-in-interest? |
don't think so. There are at least five
definitions that |'ve identified for
real -party-in-interest, the first of which is the
person under 102(b)(2)(C). Secondly is under 118
you have a real-party-in-interest. And the MEPE,
8 1205, defines a real-party-in-interest for
pur poses of appeal. And then the fourth
definition is 37 CFR 42.8, which | nentioned, is
the requirenent for parties to an inter partes
proceeding to identify thenselves as the
real -party-in- interest in a proceeding. And then
finally there's a common | aw definition, which the
Ofice inits practice guides is not satisfactory
for purposes of Patent O fice proceedi ngs.

So, which of these five definitions
applies to the seven different categories? |

t hi nk perhaps we coul d conbine 102(b)(2)(C and
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118 to be the person and the real-party-in-
I nterest being the sane thing. They are different
ternms, but perhaps they nean the sane thing.
After issuance | think, also, perhaps that would
be the sane definition, because the reason we need
to know the assignee after issuance is for
102(b) (2)(C) purposes for valuing prior art in
preparation for filing a post-grant petition,
because if the assignee changes after the patent
| ssues and that assignee files another patent
application, then the patent that issued
previously would not be prior art to that new
appl i cation.

And then we have appellants. So, the
justification for asking for the
real -party-in-interest at appeal is the Board
needs to know whether there's a conflict of
Interest. So, | don't know that the definition
for the first three instances would apply to
appel l ants, and the sane would hold true for
respondents and inter partes proceedi ngs and the

pat ent owner at post-grant review. | think those
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three should have a third definition, probably a
definition geared toward notifying the Board
whet her there m ght be a conflict.

And then the seventh instance in which
the Patent Ofice requires real -party-in-interest
i nformation is when the petitioner files a
petition, post-grant petition et cetera. And in
t hat i nstance, we need to know who the
real -party-in- interest is for purposes of
estoppel, whether that party is estopped from
filing that petition or in order to enforce
estoppel later on after the trial concludes. So,
| think that would be a third definition.

But then anot her problem occurs, because
the patent owner in a post-grant proceeding al so
faces estoppel. He's not allowed to apply for
clains that were substantially simlar to the
clainms that were finally rejected in the post-
grant proceeding. So, | think six and seven are
sonewhat related. But | think the patent owner
and the petitioner are sonewhat related, but |

think the patent owner is nore applicable to the
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appeal definition. So, it's all very confusing.

But ny recommendation is that to avoid
nmuddyi ng the waters by vaguely defining what a
real -party-in-interest is for one purpose and
whet her that definition applies for other
purposes, | think we should clearly separate the
three: \Wether a person for 102(b)(2)(C purposes
at 1ssuance and after issuance -- that would be
one real -party-in-interest; purposes of appeal to
avoid conflicts with the Board -- that would be a
second definition; and then, a third definition
woul d be for petitioners for post-grant
proceedi ngs for application of estoppel when that
becones necessary.

So, | hope that the suggestion hel ps
you, and | feel for your problem and | think it's
going to be difficult to solve. So, I wsh you
| uck.

DR. GRAHAM Thank you, M. G eenleaf.
Qur | ast speaker is arriving by tel ephone, and
since we're running a little bit early | want to

see if she's actually called in.
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M5. CHHEN. Hi, Dr. Graham

DR. GRAHAM Col l een Chien is here.

Hel | o, Professor Chien. Professor Chien is
joining us from Santa Cl ara University School of
Law.

M5. CHIEN: Thanks, Dr. Gaham |'m
really honored to present today. | comend the
PTO and Director Kappos and Dr. Grahamfor their
| eadership and real willingness to listen as well
as engage in these really inportant issues. So
bravo, PTO

Because | am doing this presentation
over a phone conference -- you can't see ne -- I'm
going to take a bit of an unconventional approach
(inaudible) is what I'mtrying to say, so please
bear wth ne.

kay, here we go. [|I'mgoing to read you
aline froma patent that | picked out. Here we
go. "A key fornmula is distancet = signa w Xx.25."
Let nme repeat that in case you didn't get it the
first tinme. "A key fornula is distancet = sigma

W x.25." kay, what the heck am | talking about?
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Before the PTO cuts ny line off, let nme offer sone
addi tional context.

This key formula is in a patent in which
one of the inventors is TimWstergren. Now, if
you're a nusic lover, you mght be famliar with
his work. If you've | ooked on the front page of
the patent you see it's been issued to a conpany
cal l ed Pandora, which now | think probably nore of
us are famliar with. Now you m ght have a hunch
of what this patent is, right? It's the nusic
mappi ng al gorithm set Pandora patented back in
2002.

So, if I'"'ma conpany that's either
(i naudi bl e) or wants to be, this patent could be
super critical for understanding liability to
conpete and be in this space. The fact that it's
owned by Pandora, one of the nobst successful
online nusic conpanies, it's just inportant as the
(i naudi ble) I was saying before, the fornula
itself. Wth that bit of context, | would argue,

t he cont ext about who actually owns this patent,

the information itself is useless. Wth, though,
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the context of Pandora being the owner, | get
i nformation that can help nme at least do things if
I''ma user |ooking for information.

One, if I'"ma conpetitor and |'m
Interested in nmaking sure that | can manage ri sk,
know ng that Pandora has these rights in this
algorithmputs ne on notice, lets ne know that |
need to be careful not to tread on it.

But, secondly, as a tool of technol ogy
transfer, which | think is one of the best and
hi ghest uses of the patent system this
I nformation could be critical. Let's say |'ma
startup in this space and | want to reverse
engi neer what others have done. |'mgoing to | ook
at what they've done, and | want to know what
Pandora has done.

There are two nessages here. Thank you
for bearing with ny initial introduction here that
| want to relay. But first we've got onset, which
Is as inportant as content, which is known in
many, many fields. |In the patent area, it seens

that if | don't know who owns this patent, it
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doesn't nean as nmuch to ne. There are tons of
patents out there. There are probably tons on
different nusic algorithnms. But the ones that |I'm
nost interested in are connected to real conpanies
that | can also look at, | can test out; and
havi ng that additional bit of information does
make that nuch nore interesting.

Secondly, there are a |lot of different
reasons to |l ook at patents, and | believe that the
(i naudi bl e) adm ni stration has done a great job in
t hi nki ng about all the "custoners of patent

information."” Here it talked about patents as a
tool of transfer for a startup but al so one as
defensive -- a rule of -- source of the best
i nformation | can use strategically. And as we
t hi nk about our different consunmers and custoners
of patent information, we want to keep this in
m nd.

So, what does any of this have to do
wWth real- party-in-interest? Let's go back to

hypot heticals. Say that the initial patent was

assigned to Pandora and | searched for Pandora and
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| found it, but by searching by Pandora | also

m ssed a bunch of patents assigned to the Misic
Genone Project. In an earlier version of Pandora,
that was a (inaudible) toit. And | also mssed a
bunch of patents assigned to, let's say, Misic,
LLP, which Pandora acquired later on, let's say.

Now, the genius of what the PTO has
suggested through the RPI rules is that because
Pandora -- the conpany now has rights to all these
patents, | should be able to find themall through
a search for RPI even though | would have m ssed
them t hrough a search of unpaid assi gnee or
potentially even subsequent recordabl e assignee
i nformation. Had they not been recorded or been
recorded in a slightly different nanme, Pandora
Inc. versus (inaudible), et. cetera.

Now, these are things that experienced
searchers can overcone easily. But if we want to
make the patent system accessible to everyone, we
want to nake it easy for these because these types
of searches to yield the right information. So,

what |'ve said so far is that |'ve got context
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that's really inportant in real-party-in-interest
(i naudi bl e) crucial part of this context. And |
think the key contribution -- a |ot of people have
tal ked about different types of (inaudible) and
patent hol ders, but what | think is nmechanically
very inportant about real-party-in-interest is

(i naudi bl e) of aggregate subsidi aries and
affiliates and group them by a common real -
party-in-interest.

And for anyone who's been in the
trenches, and many fol ks have already testified
that are, you now know what a huge problemin
patent |aw (inaudible) what | call the subsidiary
mat chi ng problemis, which is to say that |BM has
hundr eds, maybe even thousands of different nanes
in the PTO recordati on database. |[It's been
referred to. It's has kinds of different series.
And this is true of nost |arge conpanies, and as
we becone an information econony where there's a
| ot of transfer of information and changes,
different regions to record entities and j ust

(inaudible) to different entities, you have a | ot
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of different subsidiaries that don't all kind of
tie back to the sanme parent.

So, | like this ultimte parent
authority that's (inaudible), because, for
exanple, if conpetitor y wants to know what
conpetitor X has, (inaudible) referred to earlier
by the conpanies, they can do so by searching the
real -party-in-interest, this ultinmate authority
that has the power.

Now, for RPI to do this ultimately, this
problemreally has to catch front and center. So,
when you actually execute it, RPlI should be
(i naudi bl e) unique identifier, |like a dropdown
menu with that identifier rather than a text box
that allows sone spelling (inaudible) nust be
used.

The question of broad versus |limted RPI
-- | think those eventually could, if inplenented
correctly, acconplish what |'ve been talking
about. It would also be very helpful in terns of
both broad RPI scenario and |icensees as well, but

even to get RPl inalimted formwould al so be
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trenmendously useful .

Ckay, so | want to talk about the
benefits so far but not at all about cost, and |
think it is inportant, as Professor Rai rem nded
us, in a nunber of testinonial (inaudible) to
conpare and bal ance these benefits and costs.

And when you read through the
submi ssions fromthe 2011 RCC that Dr. G aham
referred to in his opening remarks, what you see
Is sonething interesting, which is that as today,
t he conpani es tended to favor the (inaudible)

di sclosure all but once reported it, but the

| awyer groups and |law firns -- because the | awer
groups and law firns tended to disfavor the
proposal as burdensone.

Now, why did the conpanies like it? 1In
short, because it would nake their jobs easier.
There's not really a downside but only an upside.
It makes it easier to nake products and goods,
understand conpetitors; and it nmakes their jobs
easi er.

Now, why did the awers not like it?
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Because it would nake their jobs harder. They
don't get any of the benefits of greater
availability of information, but they only have to
bear the risk in a downsize. There are increased
costs, conplications, and a potential liability if
they don't record or provide information
accurately. They've got to go chase it down;
they've got to learn corporate aw. One of the
things they tal ked about earlier by (inaudible).

So, ny suggestion with respect to this
Is that if the conpanies want this information,
and they are getting the benefits, then they
shoul d actually pay for themas well. So, they
shoul d be the ones responsible for providing the
i nformation to their | awers, determ ning who the
real RPI is, making that call, and nmeking the
conpani es responsible for the information that's
I ncorrect, not their patent |awyers.

If we can potentially shift the risk in
a downsi ze associated with this new requirenent
and reduce the burden fromthis, | think that that

woul d be hel pful.
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| want to nmake one final suggestion,
which is alittle bit outside the scope of this
di scussi on today, which is going back to the
comments that context is an inportant as content
-- excuse ne, context, which is as inportant as
content. Even for whatever reason -- if the PTO
does not go forward on RPI information, it has a
| ot of rich context information it already had,
and only that ownership of security interest or
citations, et cetera, whether or not patents are
mai ntai ned. | believe this context information
shoul d be nore readily exposed in the PTO
(i naudi bl e) 2011 ROC neke that point. So, if a
conpany is worried about risk managenent, it
shoul d be possible to search anong expired patents
only or non-expired ones to figure out what its
exposure is. It shouldn't have to kind of sort
t hrough and | ook up the nmaintenance fee records to
see what's in force or not. And | know that
comercial providers also give us information, but
startups can't afford this and they should have

access to this informati on as wel | .
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| also echo the coments of M chael
Lubitz as soneone who has been in the trenches and
(inaudible) to find records, and to nornalize the
recordation procedure would provide a | ot of
benefits. So, right now there are a nunber of
checkboxes you can check for what your conveyance
Is actually doing. But there should be nore
checkboxes. There should be no other form And
we shoul d standardi ze the information that's been
processed in automated way. It's very difficult
to do so right now

In short, | support and appl aud the
PTO s efforts in this area and amexcited to see
how it goes forward.

Thank you very nuch.

DR. GRAHAM Thank you Professor Chien.
So, we've reached the point where we are going to
take a break, after which we'll hear from nore
interested parties. If is now 10:22 on ny
Bl ackberry. Let's take 15 minutes, so let's be
back here at 10: 37.

( Recess)
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DR. GRAHAM  Thanks, thank you for
rejoining us for the real -party-in-interest
roundt abl e here at the USPTO  Qur next speaker
w il be Matthew Rappaport from | P Checkups.

For the next series of people we had
schedul ed five m nutes, but because we're running
a bit ahead of schedule |I think we can be a little
bit flexible with that. So, what 1'Il do for
Matt hew and the other folks is at five m nutes, |
wi Il raise the one-m nute warning.

So, Matthew, please.

MR. RAPPAPCRT: Just wanted to thank Dr.
Graham and Director Kappos for inviting ne to
speak here today. |It's a pleasure to be here.

| believe we're included in
god-nmul tinous discussion fairly recently. M
conpany, |P Checkups, is a boutique patent
analytic firm W provide conpetitive patent
| andscape anal ysis and patent strategy services to
all kinds of different custoners and clients and
pat ent hol ders.

One of the things that we did in Qctober
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was we went out to try to create nore transparency
based on requests fromour clients. |In fact, we
have a nunber of clients who have said to us over
the years: You know, you've done a great job of
providing us informati on on who the big conpanies
are in this particul ar patent |andscape; you're
able to provide us informati on on who the snall
conpani es are and the startups; and you're able to
provide us information on the individual inventors
and the research institutions and the
universities. But one area that we're stuck with
Is this whole |ist of conpanies that we can't
identify. W don't know who they are. They have
a name; we go to a website; there's nothing there.
W see that they own patents. W don't know how
di verse or broad their portfolio is wthin each of
t hese i ndependent shell conpanies. And so they
started to ask us, well, how do we identify these
things? Well, we started to do the research and
realized that it was nearly inpossible, in many
cases, to find anything nore than a website that

| eads to the Del aware LLC website, which |eads to
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sone information that's very difficult to track
down to the ultimate parent or the ultinmte parent
or the ultimte party of interest.

So, we started asking our clients:
Wul d you be willing to fund an effort to go out
and uncover who these fol ks are who actually own
t hese assets? And the answer was: Well, for a
smal | set of patents or for a snmall area that
we're focused on, but in aggregate we're not
really interested.

At which point we cane across wth an
| dea that we ought to go out and try to crowd-fund
this effort and try to engage the IP community,
the technical comunity, as well as the general
community through a crowd-fundi ng website call ed
I ndi egogo to try to rai se $80, 000, which we
t hought was a reasonabl e anbunt of noney to go out
and uncover this data and publish it for free on
the website -- excuse ne, on the World Wde Wb.

So, we were not actually ultimately
successful with raising $80,000. W had a | ot of

interest and a | ot of people talked to us about
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how i nterested they were in seeing this

I nformation. But when it cane tinme to putting
noney on the table to do it, very few people were
willing to do that.

However, we have gone forward wth our
effort. W've hired an intern to help us, and
we've gotten a lot of interest fromsone | aw
school students fromvarious |aw schools to
participate in this process, and we are actually
goi ng through the process of trying to uncover
these entities, and we wll be making the
I nformati on avail able publicly on the Wrld Wde
Web. In the neantine, another organization in the
Bay Area has recently released a set of 2,000
shell conpanies that are all egedly associated with
i ntell ectual ventures, which is currently publicly
avai | abl e.

We believe that this is a very inportant
I ssue, and we think that the main reasons behind
that are due to the benefactors of
non-transparency versus the benefactors of

transparency. And we believe that, in fact,
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benefactors of non-transparency are typically

fol ks who are well -heel ed and have access to a | ot
of resources; and they thrive in an inefficient
and uncertai n market pl ace.

It makes it extrenely difficult for
startups and small conpanies and fol ks that are
just trying to go about their business if you
identify a patent of interest or a patent that
you'd like to license and you realize that there's
nobody that you can contact at that organization
or at that shell conpany to actually go forward
with the license. And that may be because the
ultimate party of interest has no interest in
| i censing the technol ogy, which is fine, but at a
m ni mum we believe that they should have to
di scl ose who they are to the public. This is a
right -- a patent is aright that's granted by the
United States governnent, and a requirenent should
be inplicitly there to require these individuals
that apply for these patents to publish that
i nformation for the public.

The nmain benefactors that we see of
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non-transparency are the non-practicing entities,
specifically, the PAEs that are creating the
subsidiaries and shells. W think that the
I ncrease in the threat of litigation and
litigation itself stens fromthese issues. W
al so believe that |arge operating conpanies are
now starting to create shells, and we're seeing a
| ot of that activity nore recently where big
conpanies are out there wwth the shell conpany
devel opnent and going after these sane targets.
From t he benefactor perspective, we
certainly see that universities and research
institutions and startups and small conpanies wl |
benefit trenmendously fromtransparency, but we
al so see that those sane entities, such as MPEs
and PAEs and | arge operating conpanies, wll also
benefit fromthose rights that are now avail abl e
publicly that people can see. W think it wl]l
I ncrease the ability for these organi zations to
| i cense these assets and for other folks to access
t hem

As to sone of the other comments about
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recordation, we would agree that the idea of
recording with each change in RPI nmakes a | ot of
sense. And | think I"'mgoing to limt ny coments
to that.

Thank you.

DR. GRAHAM  Thank you very nuch. Next
speaker is Scott Pojunas. Scott conmes from
Hewl ett Packard.

MR. PQJUNAS:. So, good norning,
everyone. |'mcurrently a patent devel opnent
director wwth HP, so | head up our efforts for HP
sof t war e.

So, I'"'mpleased to be here today to
share HP's support for the PTOs efforts to
require greater transparency of patent ownership,
and | thank the PTO for the opportunity to be here
t oday.

| wanted to start off by giving a bit of
context on HP's portfolio.

So, we currently have well over 20,000
granted U S. Patents and over 7,000 pending U S

Applications. So, we're a pretty significant
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st akehol der in the patent system and we really
have a significant interest in ensuring that the
system functions as effectively as it possibly
can. As a result, we fully support the proposal
to require the subm ssion of information
identifying the real-party-in-interest at key
points during the |life of the patent.

And | think, as the Suprene Court has
stated, a patent by its very nature is affected
wth a public interest. In view of this, we think
It's reasonable for the PTO and for the public to
expect a party to disclose its identity as part of
the quid pro quo for obtaining or owning a patent.

In addition, many of the other panelists
have spoken to various benefits of this proposal,
and we fully agree with those, including increased
econom c efficiency in the marketpl ace; enabling
I nnovators to nore effectively nmanage risk; and
al so benefits to the USPTO during exam nati on and
post - grant proceedi ngs.

So, in terns of the nmechanics of a

potential rule, we believe that the subm ssion
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shoul d i nclude an identification of both the
current legal title holder and the

real -party-in-interest where the

real -party-in-interest is defined as the ultinmate
parent or highest-|evel parent in the corporate
structure. In our view, this is typically going
to be a pretty straightforward question that wll
be easily determined in the large majority of
cases.

In terns of the timng of collection of
i nformation, we think it's inportant that the
I nformati on should be submtted relatively
frequently to ensure that the information is
current and is really serving the purposes that
we' ve spoken about today.

The real -party-in-interest information
can be submtted with mniml cost at key
checkpoints during the life of a patent: Wen
ownership is often exam ned and when the
I nformati on can be provided in conjunction with
ot her subm ssions. So, we believe that there are

at | east four checkpoints during the l[ife of a
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patent in which this information could be
subm tted.

First of all, at application filing
ownership is obviously a key question. You're
going to be obtaining assignnents fromthe
vendors, and under the new rul es you need to
determ ne whether the applicant will be the
I nventors or an assi gnee.

Secondly, at patent grant typically
ownership would be confirnmed prior to paynent of
the issue fee, and the real- party-in-interest
I nformation could be provided concurrently with
the i ssue fee paynent.

Third, when ownership changes, really
regardl ess of the size of the transaction, a party
IS going to be aware of what assets they require.
They're going to know what the new owner is. And
I n many cases, they're going to be filing a new
power of attorney that would be filed in any case,
and the real -party-in-interest information could
be provided concurrently w thout power of

at t or ney.
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And then, finally, paynent of
mai nt enance fees. W think the information shoul d
be submtted at that point. The party is only
goi ng to pay mai ntenance fees for patents it owns,
and in our viewit wouldn't require a whole | ot of
effort to confirmownership at the tinme of paynent
of each mai ntenance fee.

One itemwe'd |ike to enphasi ze here is
that HP will feel any burdens inposed by the
requi rements of any potential rule in proportion
to the size of our portfolio, which, as |
mentioned at the outset, is quite large. In
addition, there are situations where we nay have
patents in subsidiaries for legitimte reasons.
That being said, we think it's, as | nentioned,
pretty straightforward to provide this
i nformation, and we ultimately feel that the cost
of conplying with these requirenents are, wthout
a doubt, justified by the benefits.

In any event, to the extent that there
are difficulties in gathering this information in

exceptional cases or fringe cases, these can be
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1 addressed with flexibility and [ eniency in the
2 rules that are ultimtely passed provided, of
3 course, that any potential |oopholes are avoi ded.
4 But that could all be borne out in the rul emaking
5 process.
6 So, one exanple is that an unavoi dabl e
7 or unintentional standard could be adapted to this
8 situation to excuse delays in providing the
9 I nformati on when for sonme reason it wasn't
10 possible to gather it. And, really, any other
11 exceptional cases could be, as | nentioned,
12 i dentified and addressed in the ultimate rul es
13 t hat are passed.
14 So, ultimately, HP believes that
15 ownership transparency is a really critical
16 characteristic of an optinmal patent system and we
17 thi nk that inplenenting the proposal would provide
18 benefits to the public, the USPTO and to key
19 st akehol ders of the patent system So, going
20 forward, we hope to have the opportunity to
21 col | aborate with the USPTO to devel op rul es that
22 make this really inportant initiative a reality.
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So, thank you very nuch.

DR. GRAHAM  Thank you, M. Pojunas.
Next on the schedul ed agenda is Professor Dennis
Crouch, although I don't believe he has arrived.
So, one nust assune there are weather difficulties
or whatever it is that happens between here and
M ssouri. (Laughter)

So, | will go on to our next speaker,
Kristi Nicholes. Kristi cones from Burton, Arent
Fox.

Ms. Ni chol es.

M5. NI CHOLES BURTON: Good norni ng.
Thank you for inviting ne here today.

Actually, 1've been a patent
practitioner for approximtely 10 years, first
I n-house at a | arge corporation and now wor ki ng
for Arent Fox as a patent attorney.

DR. GRAHAM  Thank you.

M5. NI CHOLES BURTON: No problem Most
of nmy practice is focused on transactional as well
as prosecution matters, so I'mgoing to focus

primarily on sone of those considerations today.
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But first | just want to nmake clear that I'm
speaki ng on behalf of nyself nostly today and that
not all of the partners at the firmnecessarily
agree with all the positions that |I'll be making.

So, the primary considerations that we
have or | have concern fees and costs, assets,
asset transfers, the prosecution and nechani cs of
submtting the information, and any penalties and
I ncentives that may be inposed. [|I'mnot sure if
I'I'l be able to get to all of those in this five
mnutes, but I wll do ny best.

So, Scott just covered the various tines
at which ownership information is anticipated to
be required for subm ssion during prosecution and
the life of a patent. So, clearly, there is sone
sort of admnistrative burden. | was happy to
hear that the fee, actually, for recordation has
been abolished. But, still, if there's a formor
an action that is required, it's going to require
attorneys fees and other efforts fromthe fol ks
i nvolved. So, there is an adm nistrative cost.

However, | think that it is inportant to
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di ssem nate and collect the information and to
make it avail abl e.

| would like to point out that if an
ownership or ownership in a case changes, then |
woul d think that the costs associated with
recording the information could actually be
negotiated in the transaction or ultimtely sort
of distributed between the buyer and the seller in
the market. So, it's not necessarily the inventor
or the applicant but, you know, it's going to be
di stributed anongst various parties involved in
the transfers.

| would Iike to nention the nechanics of
subm ssions, so, you know, will it be required for
both recordation as well as subm ssion of the
ownership interest informati on both through the
assi gnnents database or wthin the prosecution
file? | think that that, too, would actually add
to the adm nistrative burden and coul d
significantly increase the costs and tine
I nvol ved.

| think another i1ssue that's been
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di scussed is the anmount of tinme that it takes to
research title issues in a case, and | think that
that's significantly enhanced when you' re | ooki ng
at requiring information retroactively. So, for
cases that have already been filed or patented, if
you do need to go back into the file histories now
because of a mandatory requirenent, that could
absol utely take a significant anount of tinme and
cost in order to ascertain what the ownership or
chain of title is for a particular case. So, |

thi nk that that needs to be bal anced and
considered in ternms of should it just be
prospective. However, if it's only prospective,
then the amount of information, the val ue of

I nformation that's available woul d not be conplete
or thorough and therefore may not be as hel pful as
what we're | ooking for.

Wth regard to asset transfers,
transparency and accuracy of the ownership
information is inperative, and when doi ng due
diligence it absolutely would reduce the fees and

time associated with determ ning who are the
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parties at play? Wuo are we buying fron? Who are
we selling to? O who's involved in the
transacti on?

When researching or perform ng due
diligence on a patent, one of the first steps | do
is actually go to the USPTO website and performa
search of patents in the database and al so patent
applications. Once | do get ny set of inquiries,
then | have to go to the assignnents database in
order to determne if there have been any changes
I n ownership or updates to title or change in
assignnent. And subsequently, after that usually
"Il ook at the inventors of the patents and then
go back and search for the inventors in the
dat abase to see if there are any other potenti al
patents or applications that may be included in
the portfolio.

Then, obviously, there's another step to
go back to the assignnents database if you' ve
uncovered any additional docunents, and this
process takes a significant anmount of tine,

particularly when the information is not clear or

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



Roundt abl e on Real Party in Interest Infornmation Page:

106

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

avai | abl e.

So, one of the proposals that | think is
very critical to nmaking this requirenent val uable
I S sonehow having interaction or integration of
t he assignnents database with peer and al so the
searching engi nes so that you don't have to go to
three different places for the information; it's
just one search sonewhere and you can click on a
| ink and you get the agreenent right there, and
you don't have to spend additional tine and
expense of obtaining copies.

So, now with respect to prosecuti on and
t he nechanics, | want to first discuss the
requi renents for proof of ownership in the cases
where an applicant has established ownership in a
patent application just to nake the point that we
don't want to add an additional step or |evel or
requi renment during prosecution. |f an applicant
has al ready established ownership, then is this
going to be a second requirenent on top of that to
al so provide further evidence?

And, finally, | would also |ike
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clarification on the requirenents. 1Is this going
to be a free subm ssion, sort of |ike an |IDS,
within three nonths, and then if it's not filed
within three nonths and there's a fee inposed or
sonet hing of that nature? So, nechanics are al so
very inportant.

Thank you very nuch.

DR. GRAHAM Thank you, Ms. N chol es
Burton from Arent Fox.

Next on the list we'll hear from David
Martin. David conmes from M CAM

DR. MARTIN. | have the good fortune of
bei ng one of the longstanding critics of the
United States Patent Ofice and its practice, so
it's unusual when | get to stand in front of the
Patent O fice and actually commend it for (a)
doing a great job on sonething and (b) sonething |
fully support. And that's really inportant. |If
you're going to be a critic, you have to also
acknowl edge when things are being done
exceptionally well.

The second thing is in the interest of
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five mnutes, those of you famliar with ny
speaking and ny |l ecturing know that five m nutes
Is ny eneny, so | have prepared remarks, which |
amgoing to turn to and uncharacteristically al so
read themso that we actually stay focused.

Essential for the banking and capital
mar kets securities since the 1950s, Article 9 of
the Uni form Commercial Code acknow edges the
| nportance of the unanbi guous
real -party-in-interest as a feature of perfection
of security interests for collateral. Under 35
U. S. Code 261, which has been nentioned several
times today, the recordation is actually sonething
t hat happens inside of alimted tine frane, and
we actually fully support the notion that the
reasonability of three nonths is actually
reasonabl e in transactions, and we think that the
current UCC practice is actually fully acceptabl e,
al though we know that it's often not done by nmany
financial institutions.

Wth respect to the RPI question, the

USPTO i s considering a broad and |imted
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definition of RPI, focusing primarily on the
I nternal procedural inplications, litigation,
| i censing, and infringenment matters; and people
t oday have actually brought those issues up quite
frequently. But in the changing economc tines
we're in, the majority of patents are actually not
subject to any of these issues. They are actually
subject to senior secured and perfected |ien
I nterests. That's where the real econom cs of
patents now | ives. And increasingly, the failure
to address those issues is actually becom ng
significantly critical both froma
bankruptcy-trustee standpoint as well as from
secured regulatory capital issues. And it's
I nportant to realize that we're in changing tines,
and changing tines require an adaptati on, and we
really appreciate that we're having this
conversati on.

Wiile | am synpathetic to the view that
the USPTO is currently taking, it may be
i nformative to consider the UCC Article 9

precedent, particularly in bankruptcy, given the

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



Roundt abl e on Real Party in Interest Infornmation Page:

110

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

centrality of these assets to now the mgjority of
U S. Businesses. Wthin this context, RPlI m ght
not be limted definition to just the entity with
a legal right to enforce but nay also potentially
| ook at any party subject to subsequent
encunbrances as defined under the pre-petition
definition of parties of interest for financial
transactions, which I think is actually extrenely
| nportant to harnoni ze.

The inplications of accurate RPI
transparency becone increasingly essential as the
financi al markets becone nore educated as to the
| nportance of intellectual property in the capital
mar ket s.

One only needs to read the newspaper to
see the nunber of significant financial
transactions when RPI is relevant on two |evels.
Was Kodak's Digital Imaging Portfolio worth 2.2 to
$2.6 billion as was inmagi ned by M ke Luzi nski at
284 Capital Partners, or was it worth the $525
mllion, the subject of a bid between -- are you

ready for this? -- conpeting parties who are now
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operating as though they work together?

Well, how could the valuation disparity
be so vast? Quite sinply. The value of patents
Is not nerely assessed by the substance of the
artifact or their clains but the context in which
they are enforced. That's an enornous difference.
If you don't get that right, you don't get the
nunber right.

The seni or secured notehol ders, the
beneficiaries of general intangibles and specified
I ntangi bles Iike G tibank and Bl ackst one, cannot
rationalize estimates of collateral value if they
don't know the owners of the related parties. |If
you don't have that visibility, there is no way to
clarify whether sonebody is a conpetitor, whether
sonebody is a licensee or a potential litigant.

In the DAJ's Antitrust Division's June
26, 1997, review of MPEG LA enforcenent
I ntentions, the departnent's position was inforned
under the explicit understandi ng that i ndependent
parties qualify and adm nister the properties on a

day-to-day basis to ensure that there were not
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enbedded conflicts froma conpetitiveness
st andpoi nt .

To establish essentiality, an
| ndependent expert was deened necessary to allay
antitrust concerns. The chief of the Technol ogy
Division of the Antitrust Division of the United
States DQJ, Janes Tierney, when commenting on the
grow ng patent pooling activities in non-operating
entities, stated that the DQJ's challenge is to
know whet her separate conpanies -- and that's a
| egal term under the Justice Departnent's concern
-- are in fact colluding. If you don't know the
parties, you cannot determ ne whether or not there
Is collusion, and that is an inpossibility in the
present regine. He is understating the
I npedi nents facing | aw enforcenent and fi nanci al
regul at ors.

When addressi ng Appl e and Google's
I nvestigations, Acting Assistant Attorney Ceneral
Joseph Whal en stated that the DQJ review is
directed to reasonabl e and non- discrimnatory or

RAND |icenses but did not do anything to | ook at
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related parties. And as a result, the ability to
under stand what patents were actually

RAND- subsequent | y- attached versus

non- RAND- at t ached was i npossi bl e.

At no point did the DQJ consider the
non- RAND- encunber ed, non-standard-essenti al
patents, and properties held by non-discl osed
corporate entities controlled by or in contracted
relationship with Apple and Google. And, by the
way, this is not the fault of Apple and Googl e;
It's actually the fault of a systemthat doesn't
make this transparent. This is actually just a
practical failure.

RPI definition nust accord all parties
of interest, particularly the investing public in
t he operating busi nesses of Anerica, a clear
picture of the beneficiary of patent rights at all
times. Anbiguity of recordation tineliness beyond
the limt of three nonths inside the UCC Article 9
Is harnful to markets. Inconplete disclosures
underm ne col | ateral confidence, making capital

flowto critical businesses inpossible and
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| npractical .

| commend the harnonization of
regul ati ons pronul gated by the USPTO with the
established UCC Article 9 provisions that we
al ready have in place, and | also commend t he
consi deration of economc interests to be drawn
fromthe securities and banking | aws, which
actually are equally enforceable and also clearly
defined in bank (inaudible) statutes.

Thank you very nuch.

DR. GRAHAM Thank you. Next on the
agenda, WIlliam Hulsey. WIliamHulsey is from
Hul sey PC. And WIlliamHulsey is also not in
attendance, so we nove on to the next speaker.

Next speaker is CGeorge Spencer. George
Spencer cones to us from Antonelli, Terry, Stout &
Kr aus.

MR. SPENCER: Well, thank you very nuch
for inviting me to speak here and of course the
usual disclainmer. Watever | say has nothing to
wth the firm |In fact, |I'ma counselor, |'m not

a partner there. So, I'mat liberty to speak.
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|''mhere on a topic of what may be
consi dered ganmesmanship in a way, nanely, take a
situati on where a conpany has an agreenent with an
I nventor to assign whatever the enpl oyee nakes.
But the conpany does not require the inventor to
sign an assignnent, and no assignnment is in
exi stence. So, the prosecution continues, the
patent is issued, possibly in the nane of the
I nventor, but there does exist an obligation to
assign. Now, the attorney may or nay not know
that, but assum ng the attorney does and the
attorney gets paid by the conpany, well, |
supposed the attorney woul d consider that to be
the real -party-in-interest.

But how would the Ofice treat that
particular situation where there exists an
obligation to assign but no assignnent has
actually cone into being. There's nothing to be
recorded. Maybe the agreenent to assign m ght
ultimately come to light in the course of
litigation. That is a problemthat nay need to be

consi der ed.
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Now, going a step further, suppose there
does not exist an obligation on the part of an
I nventor to assign the invention that he's nmade
and for which an application has been filed. But
| et us say that there's a nere possibility or
per haps even a probability that an assignnment wll
cone into being. Wuld the potential assignee be
considered a party ininterest? | really don't
know how t hat shoul d be handled at this point, but
| leave it to the wisdomof the authorities of the
PTO to cone up with a decision on that.

Thank you very nuch.

DR. GRAHAM  Thank you, M. Spencer.
And for our final discussant today, fornal
di scussant, Erik Lieberman. M. Lei berman cones
from Food Marketing Institute.

MR. LIEBERVMAN. [|'d |ike to thank the
PTO for the opportunity to speak this norning. W
really appreciate it.

I'"'mwith the Food Marketing Institute.
We are the trade association for the supermnarket

I ndustry, and many of you may be wonderi ng what
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the heck are the supernmarkets doing here this
nor ni ng.

Vell, |I'"ve got two words for you:
"patent trolls." Patent trolls have becone an
enor nous headache for our industry, costing
retailers and wholesalers mllions of dollars in
| egal fees, settlenents, and other resources each
year. While retailers bear the brunt of this
burden, many of these costs are passed down the
supply chain to consuners, and with food costs
rising this is the last thing consuners need.
This is not just a high-tech issue; it's a
busi ness issue. Tens of thousands of businesses
outside of the high-tech area are affected by
patent trolls every year.

Patent trolls, also known as patent
assertion entities, purchase patents solely for
t he purposes of enforcing themw th no intention
of further devel opi ng, manufacturing, or marketing
the patents. Retailers have been sued or shaken
down for licensing fees over such commonly used

technol ogi es as store | ocator technol ogies on
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their website or WFi. | just saw an article
about a small business that was sued for using a
scanner. It's a huge problem

Li censing fees are often priced
precisely at the I evel where it nmakes econom c
sense for a business to pay rather than to pay the
| egal fees to fight the PAE.

And the activities of patent trolls do
nothing to help our econony or further innovation.
It's legal extortion, and sonethi ng nust be done
to stop it.

Most busi nesses sinply don't have the
resources to track hundreds of thousands of
patents, patent trolls, and the specifics of the
technology their using in nmany cases. And | can
tell you we represent sone enornous retailers, and
they don't have the resources to do that. They're
I n the business of selling food. They're dealing
with a host of other |egal and regul atory
obligations related to real estate, food safety,
| abor law. They don't have tinme to do this, and

they shouldn't have to deal with these types of
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actions.

Fighting trolls is a real challenge,
given the limted the resources of business and
the fact that patent trolls are very adept at
mani pul ati ng the system Sone patent assertion
entities have hundreds, even thousands of shell
conpanies, and it's sinply inpossible for our
menbers to keep track of them

So, we need greater transparency in
pat ent ownership where the public can easily see
who owns what and where they acquired it. The
system shoul d require acknow edgnent of agreenents
between shells and other entities. W believe
that troll issues should be addressed through
conpetition laws and regqul atory enforcenent, so
we're very encouraged that DQJ is here this
norning, and we're al so encouraged that the FTC
and DQJ held a public workshop on the issue |ast
nont h.

We al so think the PTO shoul d consi der
sone proposals such as penalties for not recording

assignnents. Al so, the PTO needs to think about
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what they can do to ensure that the
real -party-in-interest records as opposed to a
shell wth a m sleading nane. Additionally, how
do we keep assignnent information updated? What
are the things the PTO can do that -- when
mai nt enance fees are due, do you require sone sort
of update? These are neasures we think can help
address this problemof patent trolls, which is
affecting a huge proportion of the econony beyond
just the high-tech area.

Thank you.

DR. GRAHAM  Thank you, M. Liebernman.
So, that ends our formal presentations. Before
novi ng on to possible comentary fromthe
audi ence, | would like to engage in sone
di scussi on anong the speakers here since we're in
a roundtable. And to do that, I'd like to invite
questions both fromthe several representatives of
the PTO who are around this table as well as
comrents from speakers directed to things you' ve
heard today.

Since we do want to keep things civil, |
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ask that you direct all questions or coments to
me, and then | will redirect your questions to the
group and the appropriate peopl e.

So, with that, et ne introduce Mchelle
Lee, who is the USPTO s director of the Silicon
Valley Ofice of the USPTO, and in addition
Saur abh Vi shnubhakat, who is an expert advisor
here at the Agency.

| know that M chelle has a question, and
so I'll ask Mchelle to kick us off here.

M5. LEE: So, thank you all for the
very, very hel pful comments today. The USPTO very
much appreciates it.

| have a question for those of you in
the roomand for those of you who are
participating via Wbinar or who may be
consi dering subm ssion of witten comments |ater
on. If you could and have thoughts on this
question, the PTO woul d appreciate it.

But in the request for coments, the
proposal is to disclose RPI information at the

time of filing, at the tinme of publication, and
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when the mai ntenance fees are due. Also, during
the tinme of prosecution there's a suggestion that

I f there's a change that occurs in ownership that
t hat change be recorded wthin a reasonabl e peri od
of time. And in the request for coments, we
suggest a reasonable period of tinme as being three
nont hs.

The PTO woul d wel cone sone i nput on the
burden of that to the conpanies and their |awyers.
s that a reasonable period of tine, particularly
In a situation where a conpany nay be doing a | ot
of acquisition activity of large portfolios, and
are there circunstances in which you nay need
additional tinme and perhaps suggesti ons on how t he
PTO m ght be able to accommbdate you so that we
have a wor kabl e system but yet we're also getting
the information that we need in a tinely manner?
That's i ssue nunber one.

| ssue nunber two is, on the issue of
penal ti es what do the stakehol ders and what does
the public think is appropriate?

DR. GRAHAM  Thank you, Mchelle. |
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should state at this point that we are | eaving the
witten comment period open for two weeks until
Friday, the 25th of this nonth, and so those who
are with us via Webi nar or otherwi se nay do that.
But does anyone have a specific response to that
guestion? | ask you, if you do, to put up your
tent cards in the standard fashion.

Davi d, pl ease.

DR. MARTIN. | think as a practical
matter, the reconmmendations that we've conmented
on with respect to the lien interest filings and
so forth have been informative in this, and the
way in which they've been informative is in the
transfer of interest particularly in subordination
agreenents and credit agreenents. It is not
unusual to find a disentangl enent period where
there may be assets that transfer very cleanly and
there are assets that do not. So, the idea that
you can have a conplete period inside of that 90
days i s unreasonabl e because of the
di sentangl enent issue with respect to our

experience in the credit agreenent space.
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So, | just wanted to raise the issue
that there is a legitimate intent to disclose that
probably is appropriate, but the full disclosure
t hat woul d be recorded agai nst every patent nmay
not be feasible in that tine franme. So, | think
there needs to be an awareness of that issue,
because we've seen that as a significant inpact.
So, just from experience | would comrent that
that's inportant.

DR. GRAHAM  Thank you, David Martin.
One followup question. Howis that resolved in
your field?

DR. MARTIN. Well, as a practi cal
matter, and the Kodak bankruptcy is informative in
this particular instance because -- and the GE
sale of GE Plastics to SABICis informative in
this. These are two cases that are very easily
researched. Wat you'll find is that the senior
debt holders typically will be the lien interest
hol ders that are identified.

But the secondary lien holders will be

parties that are not disclosed, because they |ive
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I nside of the general and tangible lien. And that
general and tangible lien is nuch nore difficult
to untangle, particularly in syndicated credit
agreenents. And so what typically is happening is
a subset of the assets is transferred i medi ately
as a consunmation of the transaction, and then
over a period of tinme the rest get resolved.

But fromthe standpoint of the intent of
the rule, having that, it is appropriate to |eave
open a filing period that says that wthin 90 days
It's reasonable to say that there is an intent to
conply. But the intent to conply may, just as a
practical matter, take tinme to fully inplenent,
and that's what happening right now.

DR. GRAHAM Thank you very nuch. | see
that Kristi N choles Burton would Iike to comment.

M5. NI CHOLES BURTON: I n considering the
acquisition of patents, | think the nost efficient
or the best tine to record the information is
literally within nonths of conpletion of the
transaction. So, a three-nonth period seens

reasonabl e, however with extensions, because there
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are various issues that can crop up. Mybe the
sel |l er doesn't provide you the docunentation right
away. It could be a foreign entity, and you're
having difficulty getting, you know, records or
things that you need. So, | think that there does
need to be a bal ance or contingency, but for
sonething that's clear cut, if you have the
docunent in hand it would be best to record it at
that tine.

DR. GRAHAM  Thank you very nuch. | see
-- very good. He's point to you, so Herbert
Wansl ey.

MR. WAMSBLEY: On the question of when
the information should be provided, | would note
that | think the timng is |less urgent to provide
the information during the first 18 nonths after
filing, because the application normally has not
been published. And Iooking at it fromthe
vi ewpoi nt of | PO nenbers, at |least, | think, we
see the RPI information valuable in know ng who
owns the patents. But | don't believe that

there's so nuch benefit in having that infornmation
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for the first 18 nonths.

On Mchelle Lee's other question about
penalties, we don't believe that the penalty
should at all touch the area of inequitable
conduct, patent enforceability. | would be wary
of saying that penalty include ethical sanctions
agai nst practitioners.

One of our nenbers suggested nonetary
fines for failure to disclose RPI information as a
possi bl e penalty, assum ng the PTO woul d have the
authority to do that.

DR. GRAHAM  Thank you. M chael Lubitz.

MR. LUBI TZ: Thank you. Mchelle, your
questions -- I'mgoing to deal fromthe
transaction side and particularly with the tine
period, and of course the danger there is when you
set atine period it's rather arbitrary. And
there are special circunstances. And in our
day-to-day life, what we see is a |ot of
transacti ons happeni ng where the entity that's
acquiring the assets is behaving as a pass-through

entity. And there mght be a variety of parties
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I nvol ved. So, as a consequence, you really don't
know where the assets are eventually going to
settle.

And froman admnistrative -- froma
burden side, there needs to be flexibility until
the transaction finally conpl etes.

In addition, you're seeing extended
periods of review | think there's a voluntary
conpliance with the DQJ of any deal that's over, |
think, 66 mllion or so that needs review

And so there are other regul atory
i nplications, and so even -- you know, so, that
will inpact the tine. But also if you' re handling
t hese assets and all of a sudden these mai ntenance
fees are opening up and you have an obligation to
report changes but you know that the ownership is
going to change, what do you do in those kind of
hybrid situations?

So, | think that there needs to be a
provi sion that doesn't -- in general, the tineline
I's great, but there should be sone type of

exception that allows parties to conply based upon
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t he nature of the transaction and sone
r easonabl eness.

DR. GRAHAM Thank you. And | see
Kennet h Ni gon.

MR NIGON: M problemis with small
i nventors, and we represent a nunber of snal
I nventors. |'ve even had small inventors
contacted by Intellectual Ventures to buy their
patents. Now, | don't know if they sold patents
or not, because Intellectual Ventures dealt
directly with them And what I'mtrying to point
out here is a patent practitioner is very often
not goi ng to know whet her these transactions
occurred, but they're going to be the ones
responsible for filing these statenents. And if
the client is uncommunicative, the practitioner is
not going to be able to get the information.

So, | agree with Herb that | don't think
| nequi t abl e conduct should be a penalty. | don't
know what kind of penalty to have, and | don't
know how to deal with this situation, because if

you all ow the anobunt of tine, which nmay be a year
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or two between the tine you talk to a client after
a transaction has occurred, then the duty to
record becones neani ngl ess, because there will be
t hese huge gaps that won't be covered.

DR. GRAHAM  Thank you very nmuch. Do
you have a followon? Please, go ahead. This is
Kristi Ni choles Burton.

M5. NI CHOLES BURTON: Yes. On the other
side of penalties could also be incentives to

tinmely or pronptly record. So, whereas, you know,

maybe the tine period is a little longer, | think
there are tines, |ike when the application is
pendi ng before it's published -- there are

consi derations there, and maybe in certain
transactions that need a | onger period -- but
maybe if recorded within a certain tine, it could
al so be considered to have an incentive to do
that. And that way, that would facilitate getting
the information pronptly avail able and in the
record.

DR. GRAHAM Thank you. Ken, was that

anot her foll owon? Pl ease.
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MR LUBITZ: Just a quick comrent. The
way that | understand the proposed rules or
proposed franework is that the obligation is on
the new owner. So, in the case of the inventor,
there really wouldn't be an obligation, and they
woul dn't be subject to a penalty. It would be the
buyer or the new assignees. | don't think that's
really a concern. What we're trying to do is
bring parties who actually own the assets into
conpl i ance.

A question, though, is what about how do
we orchestrate this retroactively, and who does it
apply to? And so should it only apply to certain
threshold owners so we don't unfairly burden small
I nventors?

DR. GRAHAM  Thank you. And for the
transcription, let me just correct that that was
M chael Lubitz who just spoke. Yes, | see
Courtenay -- Courtenay Brinckerhoff.

M5. BRI NCKERHOFF: This is just a
general comment. It's sort of slightly related to

t he open questi on.
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| just wanted to point out that if you
assune a transaction cost of a hundred dollars per
di scl osure, which | think probably underesti mates
I n nost circunstances, especially if any inquiry
I's involved, and you take that three tines per
application and you nultiply that by HP"s 7,000
applications, that's $2.1 mllion. And is that
how t he noney shoul d be spent to pronote
I nnovati on?

DR. GRAHAM Since that inplicated HP
(l aughter), 1'll et HP respond. M. Pojunas.

MR. PQJUNAS: Yeah, | think this sort of
gets back to one of ny points, which was that this
I nformati on woul d be provided at key checkpoints
I n prosecuti on when we'd be touching the case and
we'd be touching ownership in any case. So, in ny
view, the hundred dollars seens a bit nmuch to ne.
It would essentially be confirmng do we still own
the case, and if so, you know, maybe it's a
checkbox on a formor a pretty sinple question
ultimately.

DR. GRAHAM Thank you. That raises an
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1 Issue, if | may inject sonething here, and | do
2 want to get to these other comments. You know, |
3 heard from M. Wansl ey and others that this could
4 be, you know, burdensone -- enornously burdensone
5 -- and we're sensitive to that here in the Ofice,
6 havi ng | ooked at the patent records and studi ed
7 them as the economist. You know, it's clear that,
8 you know, a very large portion of the patents, the
9 applications that are pending, and the patents
10 that are issued every year are held by, you know,
11 a relatively few nunber of conpanies, which are
12 | argely those represented in your organization.
13 That said, of course, independent
14 I nventors are extrenely inportant, too, and these
15 burdens can at the margin -- right? -- when you're
16 operating at the margin can be inportant as well.
17 So, what 1'd like to hear is whether there is
18 anything that can be done in a way in which our
19 I nformati on systens work or the way in which we
20 organi ze the collection of data here at the USPTO
21 that could facilitate the reporting of these
22 t hi ngs across |large portfolios -- that can be the
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case -- or in the case in which it's really firns,
|l aw firns, acting for many autononous inventors.
Both those things are, | think, are inportant for
us to understand if we're going to understand the
consequences of doing sonething like this.

So, if | can ask -- | see Courtenay
Bri ncker hof f.

M5. BRI NCKERHOFF: Sure, sone ideas on
that. One thing that was sort of touched on that
-- this seens to be proposed as a separate
requi renent that we filed in an application. So,
you woul d be duplicating recording in assignhnent
and filing a formin an application. That
duplicity should be elimnated if possible.

Al so, the proposals -- although one of
the proposals was to initially provide the
i nformation in the ADS; the other proposals were

requiring new fornms at each stage of prosecution.

Again, that seens wasteful. So, any -- it seens
like -- I"'mnot sure there should be a requirenent
to confirmat critical stages. |If you've had to

identify the informati on once and you have an
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obligation to update, then you should only have to
disclose it once unless there's a change.

And then having a nechani sm where you
coul d bl anket -- make the disclosure in a nunber
of applications, with one paper, and al so have
t hat account for your recordation. Those are ways
that it could reduce the cost. But | know that
woul d take sonme changes on the Ofice side of how
the systens are integrated.

DR. GRAHAM Thank you. | had seen
coments fromdown the table. Professor Rai, did
you have a coment? |t may have been directed to
the earlier discussion. Please feel free to --

PROFESSOR RAI: Yeah, it was directed a
little bit to a conmment that | think was nade with
respect to retroactivity. So, that's a really
| nportant concept to keep in mnd for purposes of
adm ni strative | aw

As | see the proposal as currently
structured, | don't see retroactivity issues in
It. But it's a conplex concept regardi ng what

constitutes primary retroactivity versus secondary
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retroactivity and sonething that's worth thinking
about for the PTO

DR. GRAHAM  Thank you. Kenneth Ni gon?

MR NIGON:. | just want to bring up a
poi nt that other people have brought up but just
to enphasize that it would be great to have the
actual docunent available to | ook at w thout
having to request a certified copy the way it is
in the trademark systemright now.

DR. GRAHAM  Thank you very nuch.

M5. NI CHOLES BURTON: So, | think -- |
don't know if it's possible. You'd nentioned the
systens you have available, but if you could get
sone data as to what is the average nunber of
transfers per case in its lifetinme, and what kinds
of entities are the ones involved in that. That
could possibly give us a little bit nore
under st andi ng of what the admi nistrative costs
m ght be ultinmately.

DR. GRAHAM Thank you. That was Ms.

Ni chol es Burton. Thank you for that. | suppose

that rai ses another issue that | actually wanted
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to direct to Mchael Lubitz, if | could. So,
seemngly the way that we could collect that

I nformati on about the frequency of transfers is in
our assignnents data. But |'ve always suspected
-- and this is one of the questions | wanted to
put to M. Lubitz, because he could help us to
under stand what a voluntary system gi ves us.

To the extent that you've been able to
conpare the data we have agai nst what's actually
going on in the marketplace, actually going on in
the transacti onal space, how well does this
vol untary system of recordation reflect what's
real |y goi ng on out there?

MR LUBITZ: That's a really good
guestion, because part of the answer is we don't
know, really. And, you know, | don't necessarily
-- nost of what we find is the majority of parties
record eventually -- the questions eventually.

So, we see, based upon parties' practice, that
they'll -- and we'll know of the transaction
t hrough what ever channel, and we'll see the

recordi ng happeni ng, you know, three, six, nine --
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a year out. And so things tend to eventually get
recorded. The issue is nore about how t hat
information is recorded and then distributed to
the public. And so the question that you asked is
a great question about what can we do to nake this
data nore avail abl e and useful .

And so one thing, just off the top of ny
head, is that we would |ove to be able to show t he
rel evant personnel at the USPTO the paynent we're
dealing with on a daily basis and the issues that
we have to deal with in terns of |ooking at the
feeds and trying to establish sonme type of
st andar di zat i on.

| don't know if | answered your
guestion, but the difficulty is that even though
the recordi ngs are happening, it's understanding
t hem

DR. GRAHAM | see David Martin.

DR. MARTIN. Once again, using a
triangul ati on approach, because that's the only
way we can tackle this question, we actually | ook

at two sources. One is a very general database
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that's available fairly easily, which is the
recordation of liens by the State Corporation

Comm ssions or the Secretaries of State, depending
on the UCC- adopted standard, because Article 9 has
-- you know, sone states have the updated Article
9, sonme states are using the preceding one. W
find that that record is actually the nost
accurate right now, because it actually records
the real interest. It is the financial interest
that is actually taking an interest in the

I ntangi bles. So, right now that's the best data,
and it has very little overlap with the USPTO
record. So, we find that the error rate
internally at USPTO has a | ag of probably
sonmewhere in the two to three quarters where the
State Corporation Comm ssion records are actually
much nore refreshed.

The ot her place that we | ook, and we use
this very extensively globally, is in securities
filings, because typically in footnotes of
transfers, releases of liens, things |ike senior

security agreenents, and so forth, give us the
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actual title name where we can then go back and
actually |l ook at where the records actually are.
And that's why | think one of the things that |
woul d encourage is actually the USPTOto do a
better job of pronoting the existing structures,
because right now there are sone really good
recordation processes that are actually not
conplied wwth if you look at a | ot of banks, if
you | ook at a lot of securities firns. And we
t hi nk that you guys could do a better job of
pronoting what you already have as a way to catch
up with other systens. But | think -- | would
encourage us to | ook at places that we al ready
have sol utions rather than having to create
redundancies. | nean, if there's a place that we
can |l earn fromor adopt best practices from |
think that's ideal, and that's where we go for the
data nore often than the USPTO current
col | ecti ons.

So, | think the systemmacro actually is
wor ki ng better than we think it is. | think it's

maybe not working here as optimally as it can, but
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it's not that it's not available. | think it's
avai | abl e, just not inplenented.

DR. GRAHAM Thank you. It would be
hel pful, if you are going to be submtting
foll owon comments in witten form if you could
give us sone sense, if it's available and
possi bl e, sone sense of what the |ag | ooks |ike
and al so sone sense of what really just never
arrives.

DR. MARTIN. (off mc)

DR. GRAHAM Great, thank you. Yes,
M chael Lubitz.

MR LUBITZ: | just had a comment on
David's comments. David's really focusing on
secure transactions involving financial entities
where they have really an incentive to record so

they can perfect their interests, and if they fail

to do that, they lose that collateral. What we
try to encourage -- and this is about the
education, this is what David recommended -- is

t hat everyone should be in the practice of

recordi ng changes in ownership at the USPTO to
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protect their interests. And it seens that a | ot
of the discussion on the |egal side was about, you
know, if you don't record your interest as the
real owner, then you're going to |ose your
standing to pursue renedi es that you have under
the regulations or the law. And so that seens --
and that's kind of the crux of the issue, that
peopl e should record on a tinely basis whether
they have a security interest or not and then to
make that process as painless as possible, because
t he people only record what they have to
generally, and so that's -- the real challenge is
how do you inplenment this to get that type of
information on a tinely basis.

DR. GRAHAM  Courtenay Brinckerhoff.

M5. BRI NCKERHOFF: | just have one m nor
coment that M. Lubitz coments brought to m nd.
It has nothing to do with the change in the | aw,
but under the current assignnent recordation
practice, if sonething is assigned in error, the
only person that can correct it is the person who

recorded it. So, if we discover that soneone
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transposed nunbers and i nadvertently recorded an
assi gnnent docunent under our client's patent, we
are at the nercy of asking that person to correct
their error. So, | think it's the Patent Ofice
that is going to be | ooking at the significance
and criticality of the assignnent database, that
sonething that you all should also |look at is
|l etting the actual patent owner correct any errors
t hat have been recorded against it.

DR. GRAHAM  Thank you very nuch.
There's an issue al so, Courtenay, that you brought
up about how there are several places in the
statute that tal k about the optionality, that this
Is actually -- it's optional to provide this
information. | would just like to hear if there
are any views fromthe roundtable on that
particul ar issue.

Pr of essor Rai ?

PROFESSOR RAI: It is the case that §
261 of the patent statute does not require
recordation; it provides an incentive to record,

because if you don't record, you can't assert
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agai nst a subsequent purchaser. That said, |
think to say that 8 261 provides the exclusive
venue by which these issues can be dealt with |
think would be a very strong interpretation - and
forgive ny Latin here -- of the expressi o unius
principle. The expressio unius principle is a
principle of statute interpretation that says if
Congress stated sonething in one section of the
statute that prohibits interpretations that woul d
ei ther be supplenentary to that or even perhaps in
slight tension with that provision. | think that
woul d be a very strong interpretation of expressio
unius to say that 261 is the exclusive renedy in
this particular context, particularly given, as |
said, the patent authorities, the patent
regul atory authority given under § 2.

DR. GRAHAM Thank you. And Courtenay
Bri ncker hof f.

M5. BRI NCKERHOFF: | would just also add
that also overlying this issue is the AIA which
newly created this ability to nane an applicant

that's not an inventor but made that wholly
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about the authority as well.

DR. GRAHAM Thank you. Saurabh
Vi shnubhakat, USPTO.

MR. VI SHNUBHAKAT: So, |I'd like to kind
of propose a general question to the panel about
the way in which we've discussed this being, you
know, kind of a -- howto frame it, even -- we
don't know what we don't know, right? The extent
of our ignorance is unknown to us in sonme sense in
this area, because we are unabl e, perhaps except
In the case of secured transactions, we really
don't know how best to cal cul ate the cost and
benefits at a very high level of granularity. So,
what |'ve heard from sone of the panelists is that
I f the benefits aren't high, then all we're
I ntroducing i s transaction costs that are unknown
and per haps unknowable until we're in the thick of
it. So, should we perhaps go further and start

fromthe idea that unless we can do this well we

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



Roundt abl e on Real Party in Interest Infornmation Page:

146

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

shouldn't do this at all, and so ask for sonething
nore nmuscul ar like recording of all transactions,
recording of all assignnents, and do away with
this, you know, kind of checkpoint-based approach?
| think I heard Ms. Brinckerhoff say
that if we have an obligation, an ongoi ng
obligation, to update once the initial requirenent
has been satisfied, then the checkpoi nt approach
may be noot. So, is that sonething that the panel
woul d be supportive of, to step back fromthis,
you know, mai ntenance fee-only or particular
poi nts during prosecution, and just say that
there's a real ongoing obligation to just record
all assignnents and make sure that the record is
updated that way?

M5. LEE: |If | could just add a point to
what ny col | eague was sayi ng, because | think
that's a very good point, because | think there
have been academ c studies that indicate that NPEs
tend to buy patents near expiration. So, if it's
true that that's the case and if it is, you know,

sonething that is of interest to the conpani es and
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t he stakeholders -- right? -- it is truly the
checkpoi nt at mai ntenance fee paynent stage,

whi ch, as you know, toward the end of the patent

gets to be very -- | nean, that's a | ong period of
time. 1Is the proposal really the nost effective
proposal ?

DR. GRAHAM Thank you. For the
st enographer, that was Mchelle Lee. | see David
Martin.

DR. MARTIN: | think the Constitution is
very clear that the benefit is to a party. That's
why we have this thing in the first place. So,
we've got to renenber that the Constitution starts
Wth saying this is a benefit which is a soci al
contract between the public, who actually
acknowl edges a commercial aberration, and the
beneficiary, who is a beneficiary. And they were
junping so far into the weeds of procedure to
forget the actual constitutional framework, which
IS pretty inportant.

That woul d suggest that the beneficiary,

over the duration of the statutory period, is
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actually material at every point during that
period. That's what the Constitution is

unequi vocally stating. So, | don't think there's
a question of whether or not the social benefit,
which is the social half of the contract, is ever
subject to a cancellation of interest of the
public until the cancellation of the right, which
Is it's actually statutory life. So, | thi